liquidation as“ the 


MR. N. 1. BREWER GETS loos cowear 
A FREE PARDON c's 


. sbdoo: i Pe gaPGtiTES count against Mr. 
Likely For Hongkong 


Brewer st the trial was that he 
“made falsely on _Aneoe beg a 
* a statutory re t 
Barrister-at-Law ; Lg Bank-{ 
HONGKONG, Oct. 16.—It wad igsued wholly for cash was $876,-' 
diacl 150.” 

Some weeks before the case 
arose Mr. Brewer had gone to 
foc a holiday. On his return 
intention of 


Brewer ho : An 
{ : and was taken into custody at 
Join her husband in Losdon. | ‘.gheaghai while walking along 
ton ee a er ge Kiangse Road. He was then re- 
: er, leaving hi affairs 2 : 
‘the care of his wife, sailed for turned to Hongkong for trial. 
England on July 12, 1930, with Supreme Court Trial 
the intention of ——- am appeal | i 


necessary, 
his case before the! ¥ re 
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é 
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ty 
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> place orders for materials 
tritish manufacturers in 
Inited Kingdo:n of ae oe the evicence and 
nd Northern Ireland that was said. a ; : ‘ 
onsider the method of carryily think it is right that I sss ohio had a gigantic financial 

ut this intention as suggested.) here that, having followed ‘ stabi.ity and you knew, and no- 

aragraphs 5 and 6 of YO.. Jvicence wich them, I myself one knew better, that the Instone .)_ 
ixcellency’s Note of Septemb,,.. iuliy with the verdict and | Banking Corporation was nothing 

9th should prove satisfactory 1.) the verdict is the only pos- of the kind. yu 
oth countries. They will be gli: one justified by the evidence.| It is a painful duty to pass j, 
o avail themselves of the piv "SNe" been indicted and!sentence upon a member of the ,¢ 
‘osais, subject of course to 1, yourself, realise the gravity | Bar of this Court. The sentence 
erms of, existing contracts, bo? the charge on which you have | which I pass upon you is that you — 


bose Lelwern: Site fen convicted and it is my duty | se impnsoned for four months ic 
~ labour.—Hongkong ft 


‘hinese authorities and rs ae hard 
see D> pass a sentence which, it is! without ha: 
ey es. Die MajeatgPed, vill deter you from doing | “Telegraph.” r 


SS ene eg ee 
fictal to China and the United 
Kingdom, and to express the hope 
that His Majesty’s. Government 
will at once taxe steps to remit all 
payments of the IndemnitY as from 
December 1, 1922, to the contro’ of 
the Chinese Government. 

“In the event of such remission 
being effected it is the intention of 
the Chinese Government to deal 
with the funds in harmony with 
the general views set forth in the 
report of the Anglo-Chinese 
Advisory Committee published in 
1926 to which the attention of the 
Board of Trustees in China refer- 
red to below will be invited. The 
Chinese Government proposes how- 
ever in the first instance to apply 
the bulk of the funds to the crea- 
tion of an endowment to be 


lovernment will therefore, subj¢——— 
o the necessary legislation beit.; une event of His Majesty's Gov- 
assed in Parliament and upon fernment in the United Kinguom 
oming into force, remit all payjof Great Britain and Northern 
nents of the Indenmicy as trofreland returning the said Indem- 
Jecember 1, 1922, and transfer/nicy funds to its contro, t 
o the proposed Purchasing Com create out of the szid Indemnity 
nission in London all the deposit funds an endowment to be *ae- 
‘d funds, less the expenditur) voted to euucational purposes in 
On his release from gaol, {harmony with the general views 
Brewer left for England to oppq set forth in the report of the 
his disbarment, and in the event! anglo-Chinese Advisory Com- 
his being unsuccessful, to appt mittee published in 1926. 
to the Privy Council to hear hi | have a.so the honour to ac- 
if they considered the circu: ,powledge the receipt of Your 
ine _ Peaently exception Eycellency’s Note of to-day’s 
a ar oe gel a Oy Pig date regarding the const.tuticn, 
the Colony, if the conviction is Ni ag a a Rig on 
be made the basis of disbarmel gon proposed in Your Excellency s 
the right to appeal arises. Propo A 
- other Note acknowledged above. 
It is understood that Mr. Brew 


, i i in. It 
and they listened carefully anything of the kind again. v- r 
7 “ everything was your ambi.ion to appear as > = 
Director of a Corporation i 


| 


SFSeQygros 


has no legal representative in tlof Your Excellency’s Notes to | Subsequently devoted to the educa- 
Colony. He conducted his owHis Majesty’s Government fo. tional purposes mentioned in the 
case at his trial, It is anticipatétheir consideration and in thcjReport of the Committee. It 


however, that his case will soonkmeantime by direction of ‘my 
brought to the notice of tkGovernment I have the honour tu 
| Governor-in-Council, and it is posuggest to Your Excellency that 
‘sible that an application for ag sum of £265,000 and a further 


|“honourable amend” will be madisum of £200,000 be set 


j__ According to legal authoritiegrom the accumulated funds now|demnity 
legal redreao, deposit, to be donated res-|#ccumalated funds now on deposit 
against his four months’ imprisot pectively to the Hongkong Uni- and a!l future instalments, in re- 


Mr. Brewer has no 


ment. He cannot sue for damages . 
for wrongful imprisoament and it statutory report as I did, I 


I am communicating the texts 


aside, °f the greater part of the said In- 


maintain that that should be ve 


appears to the Chinese Government 
that the most advantageous pian 
for providing such an endowment 
would consist in the investment 


funds, - namely the 


habilitating and building railways 
nd in other productive énterprises 
nm China. For the control, appor- 
lionment and administration of the 
ve-mentioned endowment the 


Should he desire that, however, | have acted dishonestly in do Government will 


he could make an application te|something which - an 
,the Privy Council to hear his case,| had said he ? 
which they are rot bound to do. iu ton 
“In view of the urgent necessity, 
connection with reconstruction 


itioning the existing Chinese 
ways in the first instance, the 
were quite justified in wishing ta-hinese Government will take the 
The Trial go in for large capital. He. : steps to apply a part of 
The trial of Mr. Noel Instone’ gested that it was not unreaso accumulated funds now on 
Brewer opened at the Criminal (able of him to try and avoi and, the instalments due 
= ss = January 20 last andthe responsibility of handling §2.for payment shortly in the re- 
Mr ng ‘was empanell- | 800,000. He could earn a ilit#tion of the said railways, 
vo - GG. Thomson | on a capital of $150,000 but wherespecially those lines in which Bri- 
{foreman}, Mr. W. N. Lasonder, | they talked, about millions it wastish financial interest has been 
gs iy Hie. M, Peiianey He, going right out of his depth. partieularly concerned, to which 
and Mr az i G. Tse Ho-tseung} Concluding he said:—“If thiines attention will be first given. 
Mis tik | “In rehabilitating and building 
Lotdehip ‘decided: te take a eee eomnnl A 
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_ THE CHINA PRESS, TUESDAY, NOVEMBYE 18, 1990 


An Appeal To Caesar 


ROFESSIONAL men with statutory recognition of 
their rights, privileges and immunities are jealous 
of the cloth. Infraction of professional rules becomes 
“infamous conduct” in England; immediate results of 
judgments pronounced by the governing hierarchy be- 
ing financial ruin and social ostracism. A wondering lai- 
ty regards with dismay the cumulative action of deci- 
sions frorn which there is no appeal, except onlv to the 
Sovereign in Council. 

We are all familiar with that pathetic ouicast, the 
unfrocked cleric. Hanging on to the seamy side of legal 
nctivities wii! be found the disbarred advocate — a life 
of promise wrecked, too often by some minor sin of omis- 
sion. The irregular practitioner of medicine will probab- 
ly be with us for ever. In British countries even the 
most modest advertising is “infamous’—though promi- 
nent physicians or surgeons achieve a measure of noto- 
riety or publicity that becomes galling to more obscure 
men. 

Last year Mr. Noel Instone Drewer, barrister-at-law, 
was arrested m Shunghai and extradited to Hongkong. 
The Supreme Court of that minor colony convicted Mr. 
Prewer following a charge of perjury. The original 
charge under which extradition obtained, was abgndoned. 
A convietion of this character has ever brought disbar- 


ment as a further penalty. Mr. Brewer, however. an- 


fealed to his Inn of Court (The Middle Temple of Lon- 
don) a Bench of seniors was constituted, following which 
this interesting judgment was recorded: 
“This Bench, having duly considered all docu- 
ments in the two files submitted to them and 
which, among other documents, contain a record of 
the proceedings upon which the conviction took 
..plave, and having heard Noel Instone Brewer, are un- 
animously of the opinion that they cannot find any 
juatification for the conviction and do not see their 
way to take any disciplinary action.” 

Even in so small a possession as Hongkong the of- 
fice of Chief Justice is cqnferred upon men eminent in 
their profession. The Chief J:stice as representing the 
King is co-equal with the Governor; a dormant commis- 
sion ever exists appointing him Lieutenant-Governor in 
the event of the Governor’s absence, death or disability. 
That an unqualified rebuff and rebuke of this character 
should be so publicly administered speaks volumes for 
the integrity, courage and inherent love of fair play that 
has ever distinguished the legal profession in England. 


-At once the oldest and noblest among the ancient privil- 


egcd castes, they have not hesitated to support a weaker 
brother who has chanced to meet highly placed hatred. 
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"TS, EXONERATED © 


iddle Temple Finds No 
|: Justification For 
“Conviction 


LONDON, Nov. 13.—With - 
ference to the conviction of the 
barrister, Noel Instone Brewer, 
by the Hongkong Supreme Court 
on January 24 on a charge of 
‘perjury in connection with the 
affairs of the Instone Banking j 
‘Corporation, it is announced that 
at a special parliamgat of the 
Middle Temple in SLandor fen, 
November 11, the Masters of the 
Bench made the following 
order:— 

“This Bench, having duly con- 
sidered all documents in the two 
jfiles submitted to them and 
which, among othér documents, 
contain a record of the proceed- 
ings upon which the conviction 
took place, and having heard 
Noel Instone Brewer, are unanim- 
ously of the opinion that they 
eannot find any justification for 
the conviction and do not see 
their way to take any disciplinary 
action.”—Reuter. 
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Brower Jeft Hongkong: 

tt ovuy London oon the 

Maran order lo prosecute | 
re the Privy Council 
his comvietion oat) the 
tninal Sessions ino the Instone 
Rania Corporation case. 
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Instone Brewer Is Guilty 
On First Count 


Judge At Hongkong Reserves Sentence On Banker! 
And Barrister For Making False Statement; 
Second Count To Be Heard 


ingpay wy 


C.i. D. REGIST+-- 


Hengkeng, Fan, 24. “Tam ef a criminal and ft is ; 
Mr. Noel Trstone Brewer warftoe you alone that I ean look for oe 
Yesterday ound “Guilty” of imak-Pdcliveranee frem this charge.” aS 
ing a * > ement in vhato of At another stage im his iaidress, be | aed 
August Wi tt he ominde as Mr. Brewer said he looked upon iG 
tery report thot the total ¢ Mr. Udy, the accountant who gave 
received by the Insc 


evidence on his behalf as “a gift 
from heaven. probably to prevent 
a misearriage of justice.” 
Accused denied that the Statu- 
tery Report was made out with 


(orporation: ino respect of 
issued Whoily Jor cash was > 
70, 

The tlial an this ecunt: endec 
yerlerday erneon when, site ithe object of boosting the bus 
retirin reroour heur, the jars feof the Instone Banking Corp 
brought inca verdier of “CGuilt:. 
Tis Lordship the Puisne Jveze re= 
served sentence until a later date) 
and intimated that Me. Brewe 
ine longer on bail, Februa 
j ined as the date fer i 


ss 
a-{ with fully-@Nid-up shares and had, 
tion, pointing out that it contained fin fact, purported to increase the 
no word of Chinese, and that the Peapital receipts cf the company. 
directors and shar¢holders of thef| The hypothetical question of, 
Phank were ali Chinese with the whether the Directors -vere actuat+ 
exception of himself ond Mrs, Ped hy such motives would, perhaps, 
Brewer. ' be important were it not that the 
In his address to the jury, Mr,} transactions, as would show, were 
Br said he hed thought he v tinngrelves, apart from all que 
auainted with the facts off tivn of cash receipts, valid ani 
ress oto the jury oaaski case. but he was indebted to] proper transactions, bringing abou 
impassioned plex for aver the foreman of the jury (Mr. G.}/a very important result in the legal 
ibis favour, After explaining intG Stopani Themson) for iving | re ationships of the parties. 
(detail othe Bank's | te: ioushim the reslisaticn of a fact that} Purely (| Bye-Product : 
fparticularty with regard tk -had, until then, escaped him. Wher = The swelling of cash reccipts 
capital, he said that the mombers{the foreman asked him how hejfwas purely a bye-product and by 
of the jury had it in their power} persuaded the Directors to sien ene means the essence of the trans 
to make him, by cne Word, 2 con: !the forms, he ‘must confess that}action. If that was so, then the 
demned criminal, a pariah and an! he did not realise the degree ofquestion of the motives of the 
‘outcast, to deprive him of his name, chought that had inspired the ques-f Direetors who entered into the 
! peputation, friends, personal libestyy tion. Although he answered it tofftransactions would not be of the 
and everything that, made lif@{the best of his ability in saying#fimportance they might be if the 
worth living. he believed he had done it by per-§¢#sh receipts were the essence of 
Mr. Brewer maingained that he sonality, he now reilised that be- the transactions, when the point 
had been honest conscientious hind the question was a train off Weuld be a very important one. 
and that he had no€ endeavoured to, reasoning which had uncovered a Proceeding a little further, cone 
further his own interegt, or de-, relevant fact which had escapedf tinued Mr. Brewer, along the way 
fraud or attempted we errageot his attention. to which Mr. Stopani Thomson had 
filing the report. e ¢ ‘ Mr. Brewer continued that until{/ pointed, they came to the letter 
Counsel for thé Erown made a! yesterday he firmly believed he 


written to him (Mr. Brewer) on 
comparatively brief speg@yto the}had done it by personality and§ May 31. It was a cogent fact that 
jury. suggesting that it wes im-|persuaded the Directors for thegthe instructions to purchase $480 - 


possible to define pronfissory notes‘ sake of the firm. He knew thef090 worth of fully paid-up shares 
as cash. They were not cash in @largumegnts bewsed, but the quegef did inf fact come from the Directors 
‘mercantile sense, he contended tion was whether he knew what{2t a meeting at which he (Mr. 
| With regard to the loans, the whol motives actuated them. Theg Brewer) was not invited and did 
Epi was a book entry gadthe read arggments he used were that itfnet attend. He submitted tha 


Brewer made a lengthy tir 


uit was that no money passed. TS] yo materielly benefit the firnag Whether or not they had the idea. 
“fame loans as cash wad most mise} jr Sagphares and loans werggf swelling e@apital receipts, that 
iFeading. ” treated in that manner and he wag WS not their real object in making 
* Dealing with the capital, Counsel} unwilling toaccept the responsiggthe transactions, because they had 
for the Crown contended that if} pility of recepring the share capitg™eet the matter out on the face off 
Mr. Brewer wanted a sthall capita¥}in ful) without.an efficient bankingg the letter. ; 
then he should have asked for Wi anager, and { was apparently i - Enthusiasm For Firm = = = 
small capital to be issued. The (ag yecponse te that argument th In that letter, the Directors ha 
that he, did not do so indicate@$ they signed. #stated a definite reason why they: 
that it was desired to show th@ : Directors’ Motivea wanted the plan adopted. or 
Bank as a big concern. 7 The query, however, was decenerM2Ad reason to anticipate the apy! 
His Lordship summed up at th he question was:—“Am IT sur@gProximate sale of the shares an 
afternoon hearing, completing h®¥$ghey were convinced by my arcugs When it was considered. that the 
survey of the evidence in abou ments or were they aetuate:] bgp Went so far as to give a persoy: 
three quarters of an hour. “Tother motives?” It was impossiblg@ guarantee in respec of the loan: 
Tmpassioned Plea |for him (Mr. Brewer) to: say whaggtaised by Mrs. Brewer under the. 
-An impassioned plea for motives actuated the Directors, but#Plan, it was more ressonatle 
favouratle verdict wes the dramati@l the thought must he consideredpsay that they were actuated b: 
climax to Mr. Instone Brewer’s$whether they were actuated by th@g®" enthusiasm for the firm. thsn! 
; address to’the jury. Jaesire to possess fully paid shareag@t Was to think they would go in! 
“You have it in your power{or whether they were actuated bygsuch risk solely for the sake of 
gentlemen of the jury,” he said#the desire merely to produce welling: capital receipts. ; 
“by one word to make me @ CON4f increase of capital receipts. If their idea was to swell capital 
demned criminal. to make me &| jt was admitted by the prosecu-greceipts, they were only doing so 
pariah and an outcast, to deprivéigion that the explanation given bygat the expense of their own liabi- 
ger ay name, reputation, friend$$him (Mr. Brewer) at his public ? sha 
pefsonal liberty and cverything§examination seven months a 
that makes life worth living. QBend at all other times, was 
“Do not come lightly to yoUS§Mntire agreement with the com. 
decision for it means everythin ny’s books, and that the trans. 
"to me. I maintain that I have bee@Métions were, im fact, treated i 
-honest: and conscientious. F hav@ipc books exactly as was called for 
not endeavoured to further my ow y the plan followed.-~ . 
‘interests. -E have never defraude@ of 


i nor attempted to defraud in filingiiiaiiees emt 8 other } 


owe 
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\INSTONE BANK 
| AFFAIRS. . 


Mr. Brewer Found Guilty; 
Judge Reserves Sentence 
on A 


Hongkong, Jan. 24. 

Mr. Noel Instone Brewer wa! 
recently found “Guilty” 
making a false statement in that 
on August i6, 1927 he made a 
statutory report that the total} 
eash received by the — Instone 
Banking Corporation in respect 
of shares issued wholly for cash 
was %476,750. 

His Lordship commenced his: 
summing up when the Court re- 
sumed at 2 p.m. He pointe 
out that the charge was one of] 
making a false statement and! 


that was connected with, or akin 


to, fraud. The suggestion was 
that the statement was made 
without justification for the ad-, 
vantage of the Bank. While 
pointing out this he thought he 
should say at the same time 
that the defendant was not al- 
leged to have been guilty of 
fraud on his own account or 
for his own perspnal interest. 
Nothing had come out to sug 
yest frand on the defendant's 
part but the charge as it stoc 

wa: serious enough and one 
which deserved the jury's great: { 


est considegation, 

i Rareernie te th? cevtif€ate of 
August 9, His Lordship said the 
;question was whether it was a 
right statement. of the capital 
aceount of the bank on that 
ate. The defendant was accus- 
“il of making the = statement 
falsely, that was to aay. making 
it knowingly and that the state- 
ment was untrue. 
’ The particular statement in 
the report which concerned the 
present charge was the statement 
that. the bank had received a 
otal amount of cash in respect 
f the shares issued wholly for 
ash--that the bank had received 


avoured to show that the 


that date was all 
t appeared that in February 
the defendant was in pos- 

He 


rewer 868,000. 
Dealing with the history of 
at amount, His Lordship said 


The Crown had en-F 


4:7. OD. by- 
Wewas, until a small CHld Sard} 
‘@at the Emperor had not got. 
ing on. 
Sa did_not_ wish to suggest. 
his in Mr. Brewer’s ease! but; 
j the question was as simole as 
‘that. Mr. Brewer asked — the, 


ery Wie fised so 
director might pay the 
due on shares for himnelf. 
R418,000 was used in r 

shares purchased by ‘a Br 


Netes in Liew of Cash. 

Money which started as - 
debit. was used for the purcha: 
of shares in the bank. Ther 
fore, of the $100,800 on the ce 


in making the statement that 
ash for the amount had been} 
eceived. He also said that an 
accountant conld not state it im 
ny other way. 

Mr. Rrewer’s Case. 4 
| His Lordship then referred to 
por. Brewer's explanation’ re | 
‘parding why the scheme was 
-adopted and pointed out — that, 
Mr. Brewer asked the jury to 
rect or not. . r say that if was not a. mere? 

That dealt with the paid uf¥fecheme to bluff the public bute 
portion of the shares at ten dol-!3wag something the directors 
lars per share and it would! wanted to do for the advantage, 
appear that strictly apeaking Sof the Bank. The jury would: 
the Bank had not received $100,4' consider those matters with great’ 
f00 in money at all.  Feeaaai 

Further with regard to theo Mfr. Brewer had also said that) 
ten dollar section of the shar S ithe hooks had been kept accu 
The members of the jury had¥ rately and consistently. Hed 
before them promissory notes. also said, quite truly, that he: 
It would appear that in res himself wave the same explana? 
of these navments for ten dol-teion last summer and that whe 
lars the Bank had received not prepared a halance_ sheet. 
in Tiew of actual cash. tite voluntarily, when the com-4 

The shares were issued partly pany went into liquidation, ha 
naid un and the directors hadd@lctated the capital in the same. 
the right té make calls for théfgorm. The jury would also taket 
halance at. their own discretion. Sthese facts fully “into accoun 
The directors purported to ri decidigg. whether to a 
ceive money from the sharehold- B for the Crown or the defendant. 
ers paid in advance of calls. At the same time it was quite! 
They had certified that this possihle that having regnrd to; 
money reached their hands ig;tthe transactions as a whole, the} 
cash. The question was pees might think they were done‘ 


of money which first appeared a 
a debit and by various entrieq 
heecame capital. That appeare 
to him to he the history of th 
portion of the capital and i 
was for the jury to say whethe 
the figure of $100,800 was cor- 


3 


it did so or not. #lito cneate the illusion that the: 
The shareholders filled in cer. hank was financially substantial. | 
tain forms, they obtained fromy: With a small actual cash capitak 
the hank loans for amounts iden@ iin hand the bank secured pre- 
tical with those due ‘n resnect. \misex for over 3290,000 and es-' 
of their calls, they pledged their tablished itself as a Bank of the; 
shares as security for payment{jfirst importance in Des Voeux. 
of those loans and they under-}in If the jury thought it 
took to pay interest on , thoseg Mas part of a scheme to pose be- 
Iwans at the same rate ag if. Wore the world as having con- 
thev had naid in resnect of calls;ftrol of a large business and that 
paid in advance. While no eoing{this step was taken in accord- 
reached the hank, the Bank ac-jance with that policy, and that. 
cepted these documents and r. Brewer knew it, then in 
phat case they would je justi- 
ed in’ finding Mr. Brewer 
guilty of the charge. 

The fact was that very little; 
ney actually came into the! 
ank from outside in connec: | 


2 
a 


as: S Coe. as 
F jane jery- 
The documents tell into two 
classes. One was a series give! 
by the directors and sharehold: 
bers. The jury did not know, 
Fwho they were. Mr. Brewer hadijon with the share subscription. 
uggested that the directors werg at being so did - the jury 
justified in giving them fuldieading the statement. as or: 
financial value. As for t inary men, think it was mis- 
ipaper signed by Mrs. Brewelfeading or not. 
that had also been accounted forg® Concluding, His Lordship said 
-as cash. They did so well kn e jury had to decide whether. 
ng that she was only a figure- not, in respect of the certi- 
ead and unable to pay theg@irate. it was represented that 
amount of $432,000. She w e Bank had a larger capital, 
unable to pay anything like tha an it aetually did possess. 
sum. ‘ § Verdict of Guilty. 7 
| The question was whether th@@t The jury retired at 2.40 anda 
jury, with these facts in theiQieturned at. 3.15. = 
inds, were prepared to accep@$ The foreman intimated tha 
the statement in the report age jury was unanimous in its: 
® true statement or not. Mrg rdict which -was one of 
neers ory ted foul ee: Guilty.” 
Rhility for the certificate. . Whed@: Mr. Brewer rose in his. ses 
fasked whether he would say th f did not speak. sisisiitee! 
the company had received 976,49 His Lordshin. addressing Mr. 
: in cash his answer = was rewer said “You stand convirt- 
‘Yes ; 4 of this charge. FT propose re- 
Continuing, His Lordshi rving sentence until a Inter 
said he did not wish to mal Ke when I will’ say what IT 
we to say then. Meantime, 
,are no longer on bail.” 
Wis Lordship then.asked Mr. 
yy what time. world be con 
tt for the hearing of the 
Rond charge. Mr. Fitzroy 
rented February 3 and Hi 
fetvip eoncurred. ” 
Mis Lordshin thanked-the jurw 
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A decision net te proceed with’ 
the other counts against Mr. Noel 
Instone Brewer has been reached 
hy the Crown and a writ of nolle | 
proseqrvi has been tiled by the Hong- ; 
keng Attorney General. On Jan- 
uary 28 the jury found Mr. Brewer | 
guilty of making a false statement, 
without oath, contrary to section 7 
of the Perjury Ordinance No. 21 
of 1922. The statement was — in 
respect of a statutory report filed 
on August 16, 1927, giving the total 


amount of cash received by the, 
Instone Banking Corporation in’ 
_respect of shares as $876,750. The: 


decision te drop proceedings, though ; 
{not to withdraw them, was in re-' 
}spect of the second and third counts 
‘and also of both counts in an ad- 
{ditional indictment. Mr. Brewer 
was to be brought before the Puisne 
Judge on February te receive 
sentence. The maximum penalty 
that can be imposed for this type 
cr offence is two years’ imprison- } 
ment. The counts, that have been 
eae relate to the balance sheet, 
and with its publication with intant | 
fo deceive, 
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THE INSTONE | 


Evidence b 


THe trial of Mr. Noel 
Brewer began at Hongkong on 
January 20 before Judge Wood and 
2 jury. There were three counts 
in all, the first two relating to the 
making of alleged false statements | 
under the Perjury Ordinance, and! 
the third to publishing of fraudul- 
ent statements under the Larcery | 
Ordinance. The charges are being | 
taken separately, and the proceed- 
ings dealt with the first count, this i 
being that the accused made a; 
statutory report to the effect that 
the total cash received by the 
Instone Banking Corporation in< 


respect. of shares issued wholly for 
eash was 388 Mr. Brewer 
pleaded “not Guilty.” The Crown 


case was outlined by Mr. Somersett 
Fitzroy, and hearing of witnesses 
for the prosecution was concluded. 
It was substantially in accord 
with the evidence given at the 
magistracy, which was fully report- 
ed in our columns, 


Crown Witness Recalled 


The hearing was resumed on 
January 21 when the Judge recalled 
Mr. S. H. Ross, chartered accoun- 
tant, and pointed out that in his 
evidence the preceding day he had 
said the sum of $761,100 was 
shown to be owing to the Instone 
Bank on a series of promissory 
notes in 1927. Mr. Ross agreed. 

His Lordship continued that be- 
tween 1927 and 1928 that sum was 
reduced to $349,630: and Mr. Ross 
again agreed. 

His Lordship:—Now, subsequent 
to the balance sheet of April, 1928, 
‘was that still further reduced ?— 
‘Not by repayment of cash. 


Was that still further reduced in’ 


the books ?—Yes. 
: When the books reached your 
. hands, what did that figure stand 


et ?—$355,000, which is a slight in-} A 7 
e e on $349,000. ae it off. then they would 


._ Can we get hold of the point? 
The point is there is in this figure 
of $761,000, promissory notes given 
in respect of these shares—calls on 
‘these shares ?-—Yes. 

Well then, in April, 1928 we have 
got that figure reduced to $349,300? 
—Yes. 

Now that is the figure I am deal- 
‘ing with. Was it reduced  subse- 

_ quently ?—No. : 


.. Following further questions, wit- | 
in. 
. part by payment of dividends and} 


“ness said the figure was reduced i 


“stood at $355,000. 
ae An Obscure Point 


-.:. His Lordship said he could not 
‘sunderstand how it could possibly 
‘thave increased because the scheme 
jiwas that interest due on a loan 
- should correspond to a certain pay- 


oe made to the contributor by 
=f bank, eight per cent. each way. 
+My. Ross agreed. 


Y> increase?—The explanation’ ‘is 
this. At April 30, 1928, I did not 
'Snclude iferest gue— 


Instone * 
“ly calculated for the balance’ sheet 


BREWER CASE 


vy the Defendant: Interesting Points in Relation to 
Book-keeping: Questions by the Judge 


If the account had been correct- 
of 1928, that figure would have 
been higher ?—Yes. , 

Mr. Ross agreed that there had 
been practically no cash reduction 
of the liability at all. . 

Dealing with the company's certi- 
ficate, his Lordship pointed out It 
stated that the total 
shares allotted was 10,080, all 
which were allocated in considera- 


tion of cash, of which $10 per share 
sum 
had been paid in advance of calls. 
“The total amount of cash received 
in respect of shares 
$876,- 


had been paid and a certain 


by the company 
issued wholly for cash was 
750. : 

His Lordship:—Well, now, 
your knowledge :of the accounts, 


you had been drawing up this cérti- 


ficate, how would you have 
it?7—I should not have 


761,100, which is the amount of 


the cross-entries, as cash. 


Could you face the problem as to 
7 worded this 


how you would have ; 
certificate ?—No, I don’t think 


+ could. ; 
You see, the Directors were 


this position. "They had to explain 
the state of their books in this 
certificate to the Registrar of Com- 
panies. That was their problem. 
Well now, with that problem in 
front of them, what are they going 
to state?—I really cannot answer. 
It is beyond me. 

His - Lordship:—T 
with your difficulty. 

Mr. Ross:—The only point is that 
they had not received the cash. 


sympathize 


Replying to his Lordship as to 
what other word besides “cash” 
could have been used, Mr. Ross 


said if there was a debt due by the 


number of 
of 


‘you suggest any er 
could have done i 2 by putting 
ha 


with Cause, as you say, You can suggest 
if no other way, wobld it be justifi- 
‘able in your opinies-for the person 

stated making out the Statutory Report 
accepted, to deny that money having come in 


4% company have explained its claim 


happened when the Direciors pur- 
ported to have made loans. How 
could they otherwise show it?— 


The whole transaction appea:s 
me to be fictitious and I cannot say. 


feeling that 
accountant, should be able to make 


Cre os 
re anything in the books 

i i zx 
s ept’—I think the fact that at 
the time they made these loans the 
company had only received about 
$27,000 on account of capital, I 
think it rather upsets the argument 
here. You had to pay $90,000 for 
your building and you had only 
received $27,000 on account of 
capital at the time you made these 
loans. 

Mr. Brewer repeated his question 
and his Lordship asked:—Is there 
anything to contradict it? 

Mr. Ross:—No. «> 

Mr. Brewer: 
desire of the 
orders and follow 


ing it is the 
peper to obey 
fis plan, can 


it in the cash ace 

done ?—No. 
Assuming that these items have 

been put in the gash account be- 


as cash and named:a lesser sum as 
having been received ?—Yes. 

In the event of, the company’s 
Statutory Report having named 
cash received at the figure you 
state, about $60,000, how could the 


against individuals to whom it 
Purported to have lent $793,000 ?— 
You are asking me to assume a 
fictitious entry in the books. 


Not Fictitious Entry 
. His Lordship:—It isn't a ficti- 
tious entry in the sense that nothing |: 


to 


His Lordship:—I cannot 


you, 


help 
as a chartered 


company and a debt due to the com- oo ips way a cee ts be 
| pany in respect of shares, if they fact 7 one Ese 
be en-|! “Mr. Ross:—If the compan 


“How then did the figure manage, g# 


titled to call it “cash.” 


No Debt Due 


That is what they did here?— 
But there was no debt due by the 
campany. 

There was a debt due on the date 
of the certificate because they held 

issory notes?—Yes, but the 
they entered this as cash. 

Questioned by Mr. Brewer, Mr. 
Ross agreed that the figure he had 
given of debts due in April, 1928, 
$349,000, had been swollen by the 
addition of $54,000 owing by Mr. 
Cheng Si-chuen. He continued that ? 
the erginal figure of $761,100 was fo eae 
reduced by $405,000 by Mrs. Brewer Se 
and a further $24,120 by Mr. 
Brewer. 

Mr. Brewer:—That payment was 
made in cash?—Yes, according to 
the loan ledger. 


makes loans and has not the cash 
to make loans it seems to me it is 
;mot cash, and the entries are 
fictitious. 

His Lordship:—Well,, that is a 


Mr. Brewer then referred to the 
explanations given daring the POLITICAL BRANCH 
e of the public examinatien (FOREIGN S&CTION) 


to why the items were entered 
in the books and asked:—Assuming 
that to be the legitimate desire 
of the Directors of the firm, is 


matter the jury have to settle. 
What is the true way of stating 
in this certificate the position of 
the bank as diselosed in the books? 
Assuming that the transactions 
were not fictitious, I think that the 
Statutory Report would be correct. 

His Lordship suggested it might 
read that the total number of 
shares allotted was 10,080, and the 
lsum of $10 had been paid in 
respect of each share with security 
as to the balance. 

Mr. Ross agreed. 

His Lordship:—Now wisy did you 
not suggest that?—TI did not think 
of it. 

Mr. Fitzory:—Even that, my 
Lord, would require to be modified 
by the word “‘personal’’ to make it 
personal security. 

His Lordship:—Possibly. 

His Lordship:—Wouldn't — that 
be a correct and true way of stat- 
ing what, in your yiew of the 
books, has in fact happened ?—My 
trouble is I cannot explain these 
transactions otber than being 
absolutely fictitious. 

His Lordship again pointed out 
that they were not fictitious in a 
certain sense. In the end, the 
bank was left with cegksin claims 
which they did mot, have before. 
At the end of the’ tmnsactions, 


they had the prel notes, on 
which they could iato Court and 
sue. In fact they ued un one 
note. Before the tr tions they 
were not in pos. ig of those 
notes; therefore ing had 
happened so that were not 


en on wit- 


entirely fictitious. 
, something 


nese’s view of the 


had happened and had to be 
Stated in the c we. He would 
‘therefore sugzest that witness 


would be right in saying as to $10 


on each share in a i of cash 
and as to the balanée, personal 


security. 

> Mie 6s said that wquid be all 
right far as it went, he did 
say that the present ent ap- 
pearing on the certifi was falge, 


as cash had not been r¥ 
the full ount althoug 
i jad been rece 


niae- 

THe? n cf the Jury «Mr. 
Stop: n) intimated that 
he di quite understand the 
connexion Between the Instone 
Banking ration and the In- 
stone Tra Co 


mpany- 
explained the trans- 
fer ares and added that so far 
they-“fgh’ ho information as to what 
the Company was. 

Asked by his Lordship whether 
application was made for the shares 
held by Mrs. Brewer as trustee, Mr. 
Ross said he was unable to say. 

Recalled, the Official Receiver 
said he had never seen an applica- 
tion for the shares. Mrs. Brewer 
wae trustee for certain persons in 
Peking who were expected to apply 
for oe Eg Brewer's shares 
were u r agreement to the 
Instone Trading ye 
The Judge:—The result was this 

Banking 


areas wee Instone Cor- 
cee Age Re: | 4 
Reaiterone Trading 


came sharehclders in the Instone 
Banking Corporation?—-Yes. 
Value of Shares 


Have you discovered anything 
about the shares in the Insto:.e 
Trading Company? What is their 


value?—Nil. 

The Official Receiver added that 
it was a private '' nited company 
with two original shareholders. In 
reply to Mr. Brewer, he said it was 


i quite possible that the clesing of 


the Canton and Shekki branches of 
the Bank had matecriaily aifected the 
Trading Company’s decision to 
commence business. The Official 
Reveiver agreed that the Company's 
orizinal assets were intact. 


en and 


At the conclusion of the Crown's | 


evidence, Mr. Brewer requested 
that Mr. Leo, wko had. not been 
called fur the Crown, shouid be 
tendered for cross-examination. Mr. 
Brewer said he would consider him- 
self prejudiced by his non-produc- 
tion, coupled with the fuct that the 
charges had been separated. if 
they had been taken twgether, he 
would have had the right te cross- 
evamine Mr. Leo. 

His Lordship pointed out that 
there was no obligation on the part 
of the Crown to call any witness 
appearing on the record. It was 
at the Crown’s discreticn. Any 
witness not called was available to 
the other side. It was a perfectly 
reasonable and fair position. 

Mr. Brewer replied that so long 
as Mr. Leo was under a bond to 
appear for the Crown as a witness, 
it was impcssible for him (Mr. 
Brewer) to get a statement from 
Mr. Leo. 
the other counts, Mr. 
prepared to make a statement on 
the present count. 

Mr. Fitzroy intimated t the 
witness was at Mr. Brewery dis- 
posal. 
could be asked anything which Mr. 
Brewer liked. 

Mr. Brewer then asked whether 
the witness could be informed to 
that effect, the argument closed when 
his Lordship said that the Crown 
would offer facilities. 


Mr. Brewer's Evidence 


As a Crown witness on’ 
Leo was not 


The witness was outside and: 


Mr. Brewer then proceeded with , 
his own case, first reading from the ' 
report of his public examination the | 
passages dealing with the formation | 


of the instone Trading Company 
and the transfer of shares. 

He then gave evidence and ex- 
plained the capital flotation of the 
Instone Banking Co. He said that 
applications were received totalling 
$2,800,000. He was inexperienced 
in banking and had been placed in 
charge of the bank solely for the 
purpose of organization. It was the 
directors’ intention to appoint a 
fully qualified manager. When the 
manager. did mot appear and ap- 
plicationé for shares 


ing $2,- 

800,000 were yeceived, he was not 
oP “to |.take the Fespon- 
sibility of ting all that cash. 


as to the genuine- 
thé appligations but he had 


. oA49K AGAINST MR. INSTONE BRE 


Magistrate Deals with Charges Seriatim: Question of Condition 
of a Man’s Mind: Collateral .Securities 


DEFENDANT COMMITTED FOR TRIAL 


The magisterial proceedings 
against Mr. Novel Instene Brewes 
who is charged with offences under 
the Perjury and Larceny Ordin- 
unees, coneiuded at Central Mazi 
tracy yesterday. when the defenda 
was committed for trial at the next 
Criminal Sésstor vs the “Hong 
kong Daily Press ur gunuare Jy 
und continues: 

The case fur the presecutcon was 
conducted by Mr. H. Somerset 


Fitzroy and Mr. E. Davidson repre-; 


sented the defendant. 
Mr. Davidson had made a iengths 
submission to the Magistrate last 


week and Mr. A. W. G. H. Grant- 
ham, who heard the case, then re- 
served his decis! vor a week, 


i resu.ned yester- 
day the magistrat- dealt with the 
legal point submitted Mr. 
Davidson at the last hearing, and 
after stating that he felt that under 
the Ordinance there was sufficient 
evidence to put the defendant un 
for trial. His Worship 
that in considering all the charges 
it was necessary to knov the state 
of the defendant’s mind. It was 


When the cou 


impossible to go int> a man’s mind: 
and to determine exactly what he, 
fnpression of the financial position 


was thinking about at a certaia 
time, and much therefore depended 
on the surrounding circumstances. 

In regard to charge “A” (perjury 
relating to a statutory report) His 
Worship said that the report was 
filed nearly a year before the 
balance sheet which formed the 
basis of the other two charges. 
One must not, therefore, confus2 
the evidence relating to these 
separate documents. 

Entries as Cash 

After referring to the moncy ac- 

tually received as shown by the 


evidence, Mr. Grantham remarked 
that certain entries in the books 


were claimed by the defence as en-| 


tries of transactions in the course 
of commerce, as cash. He disagreed 
with the defence, and pointeg out 
that these entrics were transferred 
to Allotment and Suspense account 
within a few months, and, there- 
fore, it would not be unreasonable 
to draw the inference that the 
shareholders in connection with 
these entries were not substantial 


persons, and that the transactions 


were fictitious. If that was 80, 
there was a prima 
answer. His Worship felt satisfied 
that there was sufficient evidence to 
go before the jury on that charge. 

Regarding charges “B” and ‘“C” 
(perjury ang larceny charges in 
connection with the balance sheet}. 
the magistrate said that they had 
to consider the alleged falseness of 
the items on the balance sheet and 


then go 
Crown, a jury could reaso 


presume” that 
respo! 


dy. % 


observed 


facie case to! 


on to consider whether 
from the evidence produced by: the: 


defendant was 
msible for making the state-| 
ments, if they were false, also ss}: 
to whether he knew they were false, 
und whether he made them deliberate- 


A Reasonable Inference 
jtems—subseribed 
capital, accounts receivable and 
capita! uncalled~-depended — upon 
11,330 shares which, it was alleged, 
ere never alloted. and His Wor- 
ship felt that to incluce this item 
in accounts receivable was entirely 
false. 

Referring to the application 
furms, Mr. Grantham said that the 


Three of the 


thing that struck one were the 
words, “I agree to pay a cash 
deposit of. per cent. thereon.” 


That blank was not filled in at all. 
The defence had argueg that these 
applications should be read to mear 
that the applicants were willing to 
pay what was due on them, but it 
was not an unreasonable inference 
that these forms shuuld be taken to 
be what they claim to be on the 
face of them, and the Magistrate 
added that it appeared to him that 
nothing was intended to be paid on 
these forms. 

The item of Uncalled Capital, 
saig Mr. Grantham, was put for- 
ward by the Crown as not only 
riisleading but totally and utterly 
false. He agreed with that view 
and added that it would give a false 


of the company, and therefore it 
would not be unreasonable to say 
that these entries were deliberately 
made. 

Going on to collaterial securities, 
His Worship observeq that as re- 
gards loans, they had before them 
the fact that the Bank held a lien 
on a number of its own shares, and | 
the market value of these shares | 
was considevably under the value 
of the loans. From that a jury 
could reasonably find that they were 
not collateral securities at all. 

Touchirg the entry “mortgage 
and long term loans,’ His Wor- 
ship said that $260,000 out of 
$2C€6,000 was merely a cross-entry 
between two branches. The defend- 
ant himself admitted that it was a 
cross-entry but claimed he diq not 
notice it. Mr. Grantham observed 
that defendant was president of the 
Bank and although the entry may 
or many not be true, it was reason- 
able to think the jury might decide 
thet he knew about it. 


Instone Trading Company 


The last item “stcck, shares and 
investments” consisted in the main, 
of shares in the Instone Trading 
Company. That was a company 
which was incorporated thirteen 
days before the publication of the 
talance sheet in the case. The 
company never diq any business 
end its only assets were shares in 
the Instone Banking Corporation. 
The value of the shares could there- 
fore be assumed by te value of 
the Instone Banking Corporagion. 
and from a perusal of the balance 
‘wheet before the court, the shares of 
Bank were nothing like par 


-Yalce, and therefore the assets of 
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‘self, was responsible. 


» mat 


the Trading Company were aiso not | 
worth anything hke the figura put 
in the balance shee. Consequently 
it was false, and it would give 2 
false impression of the standing of 
the Trading Company. 

With regard to charge “c"’ the 
laayistrate said he had to consider 
whether the balanee sheet was in- 
tended to deceive anyone. Mr. 
Grantham observed that the very 
fact that the entrics were “puffed” 
‘would lead one to infer that they 
were intended to deceive. The de- 
fendant had claimed that he had 
relied on the auditor and that this 
was the usual way in which balance 
sheets in Chinese companies were 
prepared. After referring to the: 
evidence of the secretary of the! 
Bank and the auditor, His Worship ‘ 
said that it seemed clear that the} 
defendant knew all about it. 

“We have the fact that the 
auditor was a man with little know- 
ledge of English. It might therefore 
be reasonably presumed that he 
should rely on the defendant as to 
how the Lalance sheet should be 
drawn up. The onus is on the de- 
fendant to show that it is not so, 
and that the auditor and not him- 
1 am there 
fore satisfied that there is a case 
to go to the jury on ali charges.’ 

Defendant was then committed, 
the same bsil being granted. 


| 


Three Charges Framed 


The charges cn which Mr. Brewer 
were committed were as follows:— 

(a.)—For thnt you, Noel Instone 
Brewer, on the 16th day of August, 
1v27, in a statutory report made 
and filed by you on the said date 
(which report ycu were authorized 
ta make by the provisions of the 
Companies Ordinance of 1911), and 
on behalf of the Instone Banking 
Corporation, J.td., did knowingly 
and wilfully make (otherwise than 
on oath) a statement false in a 
1 particular, to wit, that the 
total amount of the cash received 
by the said Instone Banking, Cor- 
poration, Ltd., in respect of shares 
issued wholly for cash, was $876,750; 
this being contrary to section 7 of 


“1922. 


ithe Larceny Ordinance No. 5 o 


the Perjury Ordinance, No. 21 of 


(b.)—For that you, Noel Instone 
Brewer, on the 9th day of July, 
1928, in a balance sheet dated the 
6th day of August, 1928, for the 
periog ending the 30th day of April, 
1928, filed by you on behalf of the 
Instone Banking Corporation, Ltd. 
(which balance sheet you were 
authorized to make and file by th2 
Companies Ordinance of 1911), did 
knowingly and wilfully make a talse 
statement (otherwise than on oath) 
in a material particularly: to wit, 
that the assets of the said Company 
consisted of accounts receivable by 
the said Cempany which amounted 
to the sum of $221,360.87; of 
collatorial and security loans which 
amounted to $394,680; of mortgage 
ang long terms loans which amount- 
ed to $266,630; stocks, shares, and 
investments which amounted to 
$484,231.80; and uncalled capital 
which amounted to $1,420,940; con- 
trary tn Section 7 of the Perjury 


| 
‘ 
Ordinance, No. 21 of 1922. 
(c.)-—For that you, Noel Instone: 
Brewer, being a director of the 
Instone Banking Corporaticn, Lt4., 
published or concurred in making, 
circulating or publishing a wronz 
statement to with balance sheet’ 
of the said Company, dated the €th 
day of June, 1928, for the period 
ending the 30th day of April, 1928, 
filed by you on the 9th day of July, 
1928, with the Registrar of Com- 
panies on behalf of the said In- 
stone Banking Corporation, Ltd., 
which you knew to be false in a 
matcrial particular, to wit, that the 
assets of the said Company con- 
sised of accounts received amount- 
ing to $221,360.87; of collatoral 
securities and loans amounting to 
$349,630; of mortgage ang long tern 
loans amounting to $266,630; and 
of stocks, shares and other invest- 
ments amounting to $484,831.80: 
and of uncalled capital amounting 
to $1,420,959; with intent to deceive 
shareholders of the said Corpora- 
tion and to induce persons to be-. 
come shareholders, or to entrust or 
to advance money to the said Cor- | 
poration; contrary to section 21 of j 


| 
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‘CASE AGAINST MR. INSTONE BREWER 


Hearing of Evidence Concluded: No Witnesses Called on 
Behalf of Defendant: Counsel for Defence on Perjury 


“UNFORTUNATE AND UNUSUAL POSITION” 
Auditor's Responsibility 


+ 


“Very bad accounting I agree, 


hut not perjury” was the expression 
used by Mr. E. Davidson to sum up 
the case against Mr. N. Instone 
Brewer at the Central Ma: 
Hongkong, on December 24, 
he addressed Mr. Grantham on 
half of the defendant for an hour 
and twenty minutes. 

The following report is taken 
trom the “South China Morning 
Pest” of December 25: 

Yesterday proceedings opene] 
with the magistrate reading over 
the customary caution to Mr. 
Brewer, and the defendant said he 
‘wished to make ng reply. 

Mr. Davidson *then addressed 
Ilis Worship during which he said: 

I am not reserving my defence. 
neither am I calling evidence, be- 
cause the defence has been indicat- 
cd in the cross-examination of the 
xvitnesses tor the prosecution. If 
I call evidence it will unnecessarily 
-rolone the preeeedings, and wit! 
9 have the effect of admitting 
rat there is a case to go before a 
sary, and thar we emphatically 
ceny. It is really necessary to keep 
that clearly before you when ex- 
emining any of the charges in | 
this case. We axe not here, strict!v | 
caking, defending the balance: 
scot, ang we don’t say that this, 
talance sheet is necessarily a good , 
one from an accounting point of; 
view. What the defendant ‘3 
chaveed with is with making several 
fa!se statements, which are alleged 
under the Perjury and Larceny 
Ordinances to be crimes. I propose 
to deal with these charges together 
in my speech, because they are 


primarily and essentially the sams |: 


in law. 
The Perjury Charges 


The charges of perjury are in 
respect to the Statutory Report in 
which the defendant is charged 
with having knowingly and wil- 
fully made statements false in a 
material particular. It has to be 
proved that the defendant made 
certain statements which he knew 
to be false. It is part of the 
burden of the prosecution to prove 
the state of the defendant’s mind. 
‘Not only have they to prove that 
_the statements are untrue, but they 
have got to prove that Mr. Brewer 
knew they were untrue. It is im- 
portant to be clear about that. 
After referring His Worship to 
a King’s Bench case which showed 
that opinion was not sufficient tc 
prove a case, Mr. Davidson said 
there were two things to be re- 
membered that were of great im- 
portance to the defendant, It had 
been pointeg out very fairly by Mr. 
Fitzroy that the defendant had de-. 
frauded nobody, and that so far 
as could be ascertained » from the; 
books, and the knowledge gained in 
the full investigation, Mr. Brewer. 
had not made a cent out of it. 


ere 


t 


oe cnet 


eae area 
stracyyi 

whenj A ha 
he-| notice they repeated “In my opinion 


‘Qualified Statements” 
In sapport of these charzes the 
principal evidence was that of Mr. 
have escaped His Worship’s 


1 think’”” Mr. [oss qualified his 
atatements with language that 
made it very clear that his evidence 
wns mn matter of opinion only. To 
prove the difficulty of proving the 
Sate ¢f a man's mind and a charge 
Hike that, he would proceed at once 
to the tirst charge, that as founded 
on the Statutory Report. A 
S‘atutory Report was such which 
the Iaw compelleg the Directors of 
nm company to file at the very be- 
virining of its career. This re- 
pert was filed a year hefore the 
halonce sheet and at the beginning 
of the career of this companr, 
in fact on the date of the first 
annual general meeting, and fur- 
ther was quite unconnected with 
the balance sheet. There was of 
course Do 
pany Was “Yormed for the pu 

of committing fraud. His client 
was entitled to the assumption that 
befure thd time he was an honest 


man, conducting tho business of a. 


company honestly. 

Mr. Davidson went on to point 
out that under the system which 
the company dealt with its shares 
was really advantageous to the 
company. There was no arguing 
the fact that the transactions were 
treated as cash tramsactions, and 
Mr. Brewer admitted that the loans 
were treated as cash in the books 
of the company. Mr. Ross clinched 
the whqle.matter whe said that 
if you assume 
are genuine, then they were treated 
correctly in the Statutory Report, 
and that was the assumption they 
were botiid to make. If that was 
so it does away with the first charge 
straight away. 
that the transactions were genuine 
and that they were correctly treat- 
ed in the Statutory Report. 

Mr. Brewer obviously treated 
the transactions as casi receipts 
and he stateq in the Statutory 
Ieport what he believed to be the 
truth. There was not a scrap of 
evidence to show otherwise, and it 
was of utmost importance to note 
that during his public examinatioa, 
when asked by the Official Receiver 
to define cash, Mr. Brewer said. 
“We are not talking in the same 
language.” 

Mr. Davidson said he wished 
to show that there was no evidence 
to show that there was any per- 
jury committed in the Statutory 
Report. 
that assuming the 
were genuine, 


he submitteg that on that char; 
Mr. Brewer was entitled to be di 
jrged in that Cour, _ 


toss and Mr. Agassiz, and it could - 


sactions! 


They must assume, 


On Mr. Ross’s statement 
transactions 
they were treateig 
correctly in the Statutory Report,, 


It was an amazing thing that one. 
of the principal witnesses against 
‘ Mr. Brewer so far as the balance 
sheet was concerned, was the au- 
. thorized auditor, who was required 
by law to sign a certificate au- 
‘therizing and verifying the balance 
, shect of the company. That witness 
| would be as guilty as Mr. Brewer of 
' perjury, if Mr. Brewer were guilty. 
That man swore that the balance 
sheet was true, and was one of the 
principal witnesses for the prosecu- 
ticn against Mr. Brewer, who was 
_charging for perjury concerning the 
batance sheet. ” 


Either they were both guilty, 
_or neither guilty. He submitted 
that neither was guilty. Mrv 


+ Davidson then took the magistrate 
through the various items which 
the prosecution had referred tu in 

; their case, and saig the items had 
tcen entercd from the books as 

| thes sieved into the balance sheet." 


i: That was the only way to do it. 


jon. that. the com. Therefore it was very had account- 


ing he agreed, but it way not per- 

jury, and it would be a miscarriage 

of justice to put a man in peril of 
.}a jury on charges of that sort. 

Referring to the Collateral 

Securities, Mr. Davidson said that 

{ Mr. Ross considered that they were 

worth nothing, but there was not 
‘a shred of evidence to prove that. 
; As u matter of fact, according to 
jiaw, a lien on a company’s own 
assets was security. 

Mr. Brewer was in the unfortun- 
ate and unusual position of having 
his public examination used against | 
him, yet there was no evidence to; 

pine! that he prepared the balance 
sheet. 


Referring to the item of Stocks 
and Investments, Mr. Davidsoi 
said it was obvious that the value 
of the investments as stateg in 
the books had to be put at ct | 


i 


‘same value in the balance sheet. 
, All that was done was to put in 
\ the balances sheet 

in the Docks tee aaa 
denomination. Mr: Brewer did not’ 
j knowingly and wilfully make 
false statement. The value of 
the investments was purely a mat- 
ter of opinion. They bag not got 
to consider the opinfém of Mr. 
Ross, but the opinion of Mr. Brew- 
er which he .held one and a half 
years ago. 

His last point was to what ex- 
tent, if that balance sheet was 
the subject matter of a criminal 
charge, was Mr. Brewer concern- 
ed? Mr. Brewer knew nothing 
about that balance sheet until it 
was published and the sharehold- 
ers had passed it at 2 meeting 
while Mr. Brewer was absent. 

Mr. Fitzroy, the Public Prose- 
tor, then addressed His Worshio 
m one or two pointe ef iaw, after 
hich Mr. Grasthaub adjourned 


_ ape ne 


pees 
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THE INSTONE BREWER 
CASE 


Interesting Evidence Given by 
Secretary of the Instone 
Banking Corporation 


Owing to the erratic receipt of In the course of translation, 
mails from Hongkong, the Teporti stated witness, an alteration or 
below ci the hearing of the CaS! gragure was made by the oauditer.: 
against Novel Instone Brewer, who: prior to sending the copy to the 
is charged with offences under the! printer, aipece LOB AE ailto: “ME: 


Prejury and Larceny Ordinances in 
connection with the affairs of the 
Instone Banking Corporation, which 
was continued at Hongkong before 


‘Brewer's office with a view to let- 
,ting the latter sce the alteration, 
but Mr. Prewer was not in. 

When the printer's proof arrived’ 


Mr. A. W. G. H. Grantham on. one or two days later, witness again 
December 21, only berame avail-ftook it into Mr. Brewer’s room, but 
able yesterday. he was not there and the balance- 

Mr. IT. Somerset Fitzroy, Assist- @hect was shown tu Mrs. Brewer, 
ant Attorney-General, appeared for who asked several questions about 
the prosecution and Mr. E. David- the alterations and ordered that the 
sen for the defence. auditor be sent for. Witness tele-! 

Mr. P. C. Leo, Secretary of the'rhoned Mr. Li Tung, but could not, 


Instone Bank, was the only witness 


called, and gave evidence regard-: 
ing the balance-sheft concern tn; 


the case. 


Mr. Leo said that as secretary 
he kept the minute-book of the 
bank. From this book it was seen 
that a meeting of the directors of: 
the Instore Bank took place on 
June 8, where a balance-sheet was 
approved and signed by the Direc- 
tors. The minutes of that meeting 
showed that it was decided that 
this balance-sheet was to be print- 
ed. 

Asked by Mr. Fitzroy who enter- 
ed up the minutes of the meeting 
| of June &, witness said that it was 
jin Mr. Brewer’s writing, and bore 


Mr. Brewer’s signature. There was: 


say what then transpired; inter he; 
{saw the auditor's signature on the 
froof. 

At a subsequent date witness 
faid twenty or more proofs were! 
ra@ceived. Mr. Brdwer, ‘said the 
witness, was not in the office dur- 
ing this time. 


Resolutions without Chairman 


Regarding the general meeting of 
shareholders which was fixed for 
June 18, witness said Mr. Brower 
was indisposed on that date. This 
fact witness announced to the share- 
holders who had turned up for the 
meeting, and suggested that 2 chair- 
man be elected to conduct the pro- 
ceedings. It appears that while this 
step was generally approved, no one 
was willing to serve as chairman. 


a meeting of June 18, the minutes} Witness’ evidence oun this meet- 


‘of which witness kept. 


| The Auditor Again 


As regards the _ balance-sheet 
which was approved by the Diree- 
tors at the meeting of June 8, after 
it had been approved some of t 
Directors pointed out that since 
good number of the shareholde 
were Chinese, it would be advis- 
able to translate the balance-shee' 
and profit and loss account in‘ 
Chinese for their convenience. Wi 
ness was told by the Directors to 
catry out “this suggestion, and he 
«xamined the balaace-sheet in ques- 
tion, but feund that there were 
certais terms which he did not quite 
punderstan@, go he arranged for the 
,Ruditor Li Tung to assist him. 
¢Together they translated the 
¢balance-sheet on June 9 (Saturday) 
and forwarded a cepy of it to the 


printers, ds 


;ing was not quite clear, as it was 
‘apparentiy stated in the minute- 
book that in spite of the absence 
of the president of the Bank, and 
notwithstanding the fact there was 
ro chaimnan, the mecting passed 
the report and accounts and re- 
lected two of the directors. Asked | 
to explain how this could be Pos-} 
sible since there was no ‘chairman,' 
witness said these were matters on' 
the agends, and consequently were 
brought up for discussion: and gen- 
erally approved, although a date 
wes fixed for 1 meeting to be held 
Jater on to discuss these matters 
officially. 

At the edjourned meeting, said 
witness, shareholders had cepies of 
the balance-sheet. These were re- 
ceived from the printer.in com- 
pleted form“ rine days before the| 

ie case was adjourned, { 


——_ 
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INSTONE BREWER 


Further Interesting Evidence 


_ Borrowed at Two Per. Cent. Per Month 
OFFIEIAL ASSIGNEE GIVES VIEWS 


the one at Shekki, all this taking’ 


The case against Mr. Noel Instone 
Brewer, barrister-at-law, who is 
charged with offences under the 
Perjury and Larceny Ordinances in 
relation to the financial affairs of 
the Instone Banking Corporation, 
was continued before Mr. A. W. 
G. H. Grantham at the Central 
Magistracy at Hongkong on Decem- 
her 17. 

Mr. H. Somerset Fitzroy, Assist- 
ant Attorney-General, appeared 
tor the Crown, and the defendant 
was represented by Mr. E. David- 
son. Mr. Horace Lo watched the 
case on behalf of the auditor, Mr. 
Li Tung. 

The following summary of the 
evidence is from the report of the 
“South China Morning Post” of 
December 24. 

Mr. P. L. Leo, secretary of the 
Instone Banking Corporation, said 
that at the’ gene-al mecting of 
shareholders on July 21, , the 
typewritten balance sheet was laid 
on the table, and the chairman (Mr. 


Brewer) informed shareholders of 
the alterations which haq_ been 
made on that document, and asked | 


them not to entertain “high hopes.’ | 
The report and accounts were! 
then passed, but witness could not 


remember if the minutes of the | 
meeting were 2lso passed. 
Mr. Fitzroy, at this point, rea: | 


the minutes which, in part, were: 
to the effect that “The chairman | 
counselled the sharcholders against | 
undue optimism. <A dividend af 19! 
per cent., was declared.” 

Preceeding to refer to the Turec- i 
ters’ meeting, held on August 22 
cf the same year, the minutes of 
which were signed hy Mr. Brewer, | 
Mr. Fitzroy revealed that a reso. | 
lution was passeg under which a 
further call to the extent of $35 


was made payable on September 10. | 
| 


A Second Mortgage 


On September 15, another direc- 
tors’ meeting was held at which 
it was proposed and seconded that 
“it has been proved to the satis- 
‘faction of the meeting that the 
business of the company is in a 
sound financial position, that the 
temporary embarrassments were 
due to no fault of the management 
but on account of unforeseen cir- 
cumstances.” The president then 
desired to enter into a second mort- 
gage on the Des Voeux Road pro- 
perty. The meeting was adjourn- 
ed until 9.30 am. on October 21 
for further consideration. 

Mr. Fitzroy:—You remember 
this second mortgage, Mr. Teo?— 
Yes. I filed the memorial. 


Would it be correct to say that 
this second mortgage was entered 
on October 1, 1928, for $20,000 and 
tthe terms were 2 per cents per 
month?—Yes, 


Branches Closed Down 


Examined by Mr. E. Davidson, 
on behalf of the defence, witness 
said that at one time, in the 
beginning, the Instone Banking 
Corposation had branches both in 
Canton and Shckki, but these sub- 
sequently had to close down, be- 
cause registration of the branches 
iwas not in order, on the orders of 
‘the Canton Government. The Can- 
‘ton _ branch closed dst before 


! chairman, 


i Fe 


for the Prosecution: Money 


place after the balance sheet was 
presented to the shareholders meet- 
ing on July 21, 1928. 

Mr. Davidson.—Was there not, 
therefore, <a totally 
situation 
date of the balance sheet?—Yes. 

In reply to further - questions, 
witness said that Mr. Li Tung did 
all his auditing in his (witness’s) 
room, occupying an unused desk, 
and in his presence. The books 
were then locked away by witness 
in his safe at the end of the day. 


Altered Balance Sheet 


In giving a reason for the 
alterations to the original type- 
written balance sheet, Mr. Li Tung 
had ‘told witness that it would 
make the balance sheet look better. 
All this took place in the absence 
of Mr. Brewer, who was ill at the 
time. If Mr. Brewer came back to 
the office during that period of 
two weeks, he would stay for only 
a short time. 

Speaking of the directors’ meet- 
ing on June 18, which had to be 
adjourned on account of the 
abserce, through illness, of the 
witness agreed that he 
was relying on the minutes which 
as well as the shareholder; 
signed for an account of what then 


oceurred, 


A Questioned Vote 
Davidson:—Did not 


Mr. the 


| shareholders, hefore they closed the 


meeting, vote by raising their hands 
on the questions which were put to 
them?—-Well, it was a resolution 
without a chairman. 

Never mind about a chairman. 
Wasn't there a voting on it?—You 
can call jt passing a resolution 
without a chairman. 

If you can call it passing a re- 
solution without a chairman, you 


can call that passing; is that what, 


you call it?—-As there was no 
chairman, I take it to be no meet- 
ings. 

Was it a fact that resolutions 


were voted by the meeting; never 
mind 
were voted upon. That was why it 
was on the minutes. 


That was why it was there, be- 
cause it had been voted? Before 
the second meeting, the general one 
of shareholders on July 21, did Mr. 
Brewer enquire of you who had 
made the alteration on the typewrit- 
ten halance sheet to the capital?— 
Yes, Mr. Brewer did ask me why 
there should be alterations, and I 
told him Mr. Li Tung, the auditor, 
had made them. He sent for Mr. 
Li Tung, who came eventually. 
That incident happened a week be- 
fore the general meeting was con- 
vened. 


Mr, Brewer Displeased 


Did Mr. Brewer appear to be sur- 
prised when he saw those altera- 
tions?—-Yes, he seemed to be dis- 
pleased with it, too. 


Applications for Shares 


Replying to further questions, 
witness said that he had been 
secretary of the rio from 
the beginning, and could 


Te Hace = 8 


lal oc || 


different . 


in August than on the! o¢ cans in advance, he knew the 


+ witness said that 


about the chairman?—They , 
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actually there were! 
applications for about $1,130,000 
worth of other shares, They were 
genuine applications and were 
accepted by the company. With 
regard to the applications for 


loans which were granted in respect 


people concetned were prepared to 
pay their calls in cash. The idea 
of the loans was that, when money 
was needed, the money would be 
collected easily. At the time, id 
was intended that there should be' 
a trained manager for the Bank 
and the idea was that, pending his 
appointment, the money could re- 
main at call. 

Mr. Davidson:—So far as youi 
know at the date these loans were 
made, were these shareholders in a 
financial position to pay? 

Witness:—Of course. 

Replying to further questions, ! 
Mr. Brewer, at 
the general meeting of shareholders 
on July 21, dig tell the shareholders 
that they must not entertain high. 
hopes in view of the balance sheet. 

Did he also say that the auditor; 
had told him that it was the usual 
eustom for Chinese firms to frame 
their balance sheet in that way? 
~—Yes. He also said that if they 
were satisfied he would be also. 
The shareholders after discussing 
it, said that since the auditor said 
it was all right, they would he | 
also satisfied. 


Witness’s Memory 


Witness was re-examined by; 
Mr. Fitzroy, who 1emarked:—Mr. 
Leo, you seem to have improved 


wonderfully since you were last in 
the witness-box. See if you can 
heep up on the same plane. 

Mr. Davidson 
He is your witness, Mr. Fitzroy. 

Mr. Fitzroy:---I know that, but 
I want the truth from him. Mr. 
Leo, can you tell us how much was! 


(interposing) :— 


‘lost hy the branch at Canton and’ 


how much by the branch at Shekki? 
--I don't know, as [ was not in 
charge of the accounts. 


Why do you say it was a death- 
blow to the business if you don’t 
know how much it lost?-—The- 


, closing down of the two branches; 


Lrought a bad name to the firm. 
Hence business in Hongkong must. 
be very bad. 


Mr. Grantham:—People were 
inferring? 

Witness:—Inferences would ke 
drawn by people. 

After Lee Kon-shan, the first 
clerk at the Land Office, had given 
evidence as to the filing of the 
memorials of ' two mortgages, 


amounting to $150,000 ang $20,000 
respectively, on the Instone Bank- 
fhg Corporation ‘building s€ Des 
Voeux Road, Mr. George Labrun, } 
manager of Ye Olde  Printerie, | 
was recalled. He said that the 
order for copies of the 1928 bal-, 
ance sheet was brought to him by. 
Mrs. Brewer and not by a messen-* 
ger as stated in evidence by a 
previous witness, Usually, am 
entry in the day book was made 
with the order, but he agreed, 
possible, that assuming that 

had ressived the order, the 
was: spot. sp before. the-date of. 


Official Receiver’s Evidence 


Mr. E. L. Agassiz, + Official 
Receiver and Liquidator of the 
Instone Banking Corpovation, said 
that the winding up order was 
made on June 10 last. Since that 
date, he had been engaged, on ana 
off, in investigating the affairs of 
the Bank. He called in the assis- 
tance of Mr. S. Hampden Ross. 
desiring the latter to assist him 
by reporting, in particular, on the 
balance sheet, and 
from which bcoks 
items of the balance 


the various 
sheet had 


been extracted ang how they were'from the 


; made up. 
i Witness investigated those books 
; which he thought material, in 


| rarticular, the head office ledger, 
‘he shareholders ledger, the Com- 
pany's cash book, head office loans 


and investments, and the Com- 
pany’s minute book. 
Looking through the various 


items of the balance shect, witness 
| found that $1,153,000 of the issued 
and subseribed capital had never 


Sheen alletted. In arriving at that 
tcanclusion he considered the 
jappKeations which had been re- , 
ceived, and ‘it struck him that 


they were bad applications, as from 
Ithe books it did not appear as if 
ans cash had been received. It 
,did not appear also from the books 
;tha: anything had been received 
on the 5 per cent. deposit, as pro- 
vided hy the Company's Articles 
of Constitution. 

He also found 
haq been made 
acconnts to allotments suspense 
account, on or about November 23. 
Tu27, of an amount of $923,000 
deducted from the $1,123,000 of 
the issued and subscribed capital: 


that a transfer 


and that the amounts which had 
been previously debited to share- 
‘helders in the shareholders ledger. 
had been recredited and again de- 
hited to allotments  susperse ac- 
) count. 

Sneaking of the statement of 
affairs filed with him by Mr. 


2 


Brewer on July of this year, 


to show himiarrived at with the shareholder 


{ 


i 


jindependently of shares. 
wt the shares was entirely depen- 


collateral security loans were worth 


balance shect, sdid witness, “on-) 
‘ 5 : is given the impression of reading! 
speaking of the collateraljs;. balance shect of a prosperous 
2curity loans, witness saiq the banking business, with Jarge 
item was made up of receipt formsj.ounts of .paid-up capital, | 
which had been produced. It also jcustomer’s deposits in the neigh-; 
included an amount .of $54,% qbourhoog of half-a-raillion, with, 
actually given by a man named" )iquid assets and Loans on snort 
Chan Sze-chuen and which might amounting to| 


Collateral Security Loans 


a : Fi - terms and at call 
be properly recorded at the time of 4) 26. and-a-half lakhs.” 
the balance sheet. That amount “yr. payidson asked if what Mr.! 
had, as a matter of fact, been acassiz had said was not a matter: 
taken into consideration in & Gf comment, and Mr. Fitzroy 
compromise which witness had replied that one of the charges 
egainst the accused was in con- 
nection with the preparation of a 
balance sheet caiculuted to induce 
people to entrust money in the 
Bank. 


concerned. 
Witness hag recovered nothing 
“loans” made on the 
receipts. So far he had issued a 
writ against one man and there Continuing witness said that the 
bederadbi possibility of getting SOME- eoystomers dep sits amounting 
thing on it. In the period between to $260,000 was in reality made 
June and Juiy, 1928, the period of up of mortrace anq long term 
the balance sheet, the Bank had loans, and wei merely 2 cross- 
no more than $50,600, according to matee, in the hooks . 
the cash book, and out of this it y ‘ mane . 
purported to make loans to share- ges gg ai hye ge Navid- 
holders to the tune of $761,000. h tae Opaia! RENEE agreed 
Speaking on collateral security that in law an allotment of shares 
loans, witness said they were loans, ®™0Unted to a contract to take 
“secured” on what purported to be|Shares. He agreed that the system 
allotted shares, but to be worth of double entry in book-keeping 


anothi th t be secured {had to be followed, but said that 
ything, st i a ge valu2} what should have been done was 


to write down the value of the 
of the Bank, |#5sets before transferring the 
time |balance to the balance sheet. The 
b,;}books, in other words, should nave 
the been put rivht before the halance 
{sheet was made oe 

Witness had not found At the conclusion of the Official 
which would go to Receiver’s evidence, Mr. Fitzroy 


Ton, 


dent on the assets 
nd as the assets at that 
amounted to practically nothing, 
the same process of reasoning, 


nothing. 
any receipts 


‘show that any loans had been paid. read large portions of the report 


from the capital’ 


Speaking of Mcrtzgages, witness of the public examination of Mr. 
said he had not found any mort-, Brewer to the Magistrate, in which, 
gages which would’ bear out this|the defendant stated that the 
item, except for the one amount-|balance sheet as printed was hever 


ing to $2,500 secured on New|signed or approved by him, It 
Territories property. This item !was altered in his absence and 
in witness’ opinion, was _ false.|the publication was also done in 
The balance of $260,000 was'his absence, and it was thea too 


by late to make any alterations. 

We maintained that the balance 
sheet was not inaccurate in the 
commercial sense. He took the 
word of the auditors as he shouli 
do. There was not a word of a 
lie in the printed balance sheet. 


merely a cross-entry effected 
the transfer of the Bank premises. 
from one property account to an- 
other. 

Worthless Assets 


Speaking of “stocks, shares and 


witness said that he found that ‘thee gone a Pei gas aie] Li Kya fanther meijonteat to have 
Unpaid = Calis, amounting ,tOishares in the Instone Trading’ did avr wate ee Sarl by 
$1,136,000, were not included in|Company, a firm which, he found, sl ean at a aa oe 
the summary of capital uncalled |,.., opened -for the purpose of |sncu-ato A a oe wee 


and unpaid. The applications for 
shares being bad, he could not 
regard the amounts .as being an 
asset of the Company. 


going into the imports and exports 
business. The only assets it 
possessed, however, were shares of| . 
the Instone Banking Corporation, sidered the value of the shares to 
and as these shares were worthless, |be. Mr. Brewer stated that in the 
the assets of the Trading Company }ordinary sense $3, but in a com- 
were worthless. Reading that |mercial sense $900,000. 


The hearing was adjourned. 


was customary. ! 
Later in reply to what he con- 
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CASE Acatgst ‘MR. INSTONE B MeL b B62. 


Accountant and Solicitor Engage in Verbal Duel: No 
Securities: Applications .for Shares 


a 


WHAT IS & SECURED LOAN? 


The ee de winnen ey Fee ary aga Mr. Grantham: Supposing it :s 
Brewer, M the law that a lien on the Com- 
charged w with on” ae the the Is shares is a valid security, 
Perjury and Larceny Ordinances ‘h would it then become a secured 


| 


neiek affairs of | joan? Yes... 


Bees eee 
ki ion, 
oe ceeiile. —. ae e Mr. Davidson? THen- on that as& 
G. H. Grantham at the Central sumptio#é ‘thts atutement-(regarding 
Magistracy at Hongkong on the colhiteriA Setuvities)~ is & cory 
ber Wes rect statemenf?—As far as  th® 
Mr. Ht ‘Somerset Fitzrey; ‘Assisl Wordirte és cerned, that is cor’ 
ant Atterney-General, appeared a » bout ‘th Wiew of the fae i 
the Crown, and the defendaati| $10 ete ee ake hakince 
represented by Mr. E. Davidt|] Sue Ss AR adi eran’ 
son. Mr, Hutuce Lo watched thy eet. When £ say it is worth fr 
case'on behalf’ of the auditor?” M i} thing, I mean it is worth nothing 
Li tall a like the amount .it is stated to in 
Th » following gummary of  theil "rth 
aevide is from the report of the!| That is y grinion?—The fac:a 
‘ have prov=d {i 


engkong Daily Press” of Decem- 
Ber 18. How do you pool ve facts—It 
1 Mr. S. H. Ros’ (chartered ae-! has not beerptesitie ta collect this 
fgountant of Measrs. Percy Smith,jj/ Money. 1. .%to2 2 | 
Seth and Fleming.) was further Since the Gempany ~:- niet A 
¢ross-examined by Mr: Davidson. | liquidation eilidsace! a - 5 Fi 
vf Mr. Roms agreed, when Mr. Is it notven fast Bhat the 
Wavidepn asked if it were not 
Verrect ‘Anit “Toad under the head 
Weollateral securities” were secured 
by sharetolders in bonds of eall. : 

These Were definite promises f> | 23> gedindh ev:eire! cofiguin’ 
payvarfous sums of money by the] Ga @Bic elitcmad pare sete 
zhareholders ?—-Yes. aucog, dq werbalin .werenst 7—- 

Assuming they were valid deeds, | Yeu, ; 


they were in fact assets ?—No. 

Why not ?-—Because they were not sheet, ary erent ‘in 
sealisable. the se | 
» Assuming they were valid deecs;| They weited in the ; 


Rhey were aesets?—If they were 
feerth acthing they could not he 


Szpets. 

> ¥ regret Me. Ross, I have net 
assumed they were hed deeds and 
you Kave no right te adamme that!— 

I have ‘every: dight tozassume ‘t 
since Iam feusstigating the case. ba 
suIf they ave-yalid deyts, they are |. 


gun 


@asets ?—No.-*°> -- mort 
They sre desceiied: an saiere 


ierihed Capital” | 


C3 genet and subscribed ; 


wrong it might | 


1 Will. you .dmubes*it from. ‘me..thab sfeclude it in the | 
eollateral decurity - : we ~ fs correctly “des- . 
security; Ordo. yum sugiest iveneane | ‘theve? . The issued and .¢ub- / 
somethingyelee--I understand ith suite is $2,613,260 2—No. | 


savans siditiqnel .security..” aie : was #1,70K 000, f 
: Every :one ef these daedp - weeks “ aw i 

secured ’ by w:'Men:en . the. ae ager fou to assume the, 4 4 

holders . shpnes 7—ip. my wotale 4 A 4 
that is not-Becutity. ’ ¥ 


I am fot asking your opinion 
Well, yotn stick it. waa a securi! 


Sei Loin Problem | 

Mr. Davidson ‘eferring to tg} 
form of application asked witn@iy 
to assume that it-.wam gm: a 
He then astadt - “If that * tsi 
security ate these secured’ loans 7% 
You are atking-me-to aéeept you 
wersion of thé ‘Isw and then you g 
‘ to ask my opinion. I am afraid 
few ‘eannct.s2y if tha¢’ a r 
gi loan?—I can’t say anythi 
the cirwumstances. 


Rs] 


that «Jean on the compeny’s¥don’t agree. 
- i e nites si AY 


scribed capital as opposed to ae 
| capital ?—Subseribed capital 
capital which has been duly applie 
for, application money receive 
and shares duly alloted. 
Is not that a very good descrip-! 
tion of issued capital also?7—Yes. 


in or out of a balance sheet?— 
ls am not concerned with how you 
di describe it elsewhere. 

I am not asking you what you 
are concerned with. It is what I 
and my ciient are concerned with. 
The point is, a thing like this can 

. Mrs. Brewer's Shares _pbe described as an investment?— 

t $430,831. Yes, but not in a balance sheet. f 
wary a ae a Regarding Mortgage and Long | 
vestments. You told us that this Term Loans, is there aa oat 
consisted of $415,0C0, fully paid up} ™°rteage on property of t o n- | 
shares of the Instone Trading Com-, stone Banking Corporation ?— eS, | 
pany?—Yes. "I think there is, but at the time: 

Fot these, fully ‘paid ap tiated of the balance sheet, the mortgage | 
of the bank had veen issued to tha| ad not been granted. . 
Instone Trading Company?—The" Are you prepared to swear t at! 
bocks showed that these shares hadi;the mertgaxe was ‘taken out after | 
been transferred‘ by Mrs. Brewer. | ithe balance sheet?.. ; 

If the shares had been shown on; Mr. Fitzroy interrupting, said 
the balance sheet as Instone Trad-j)that the mortgage would in due 
ing Company’s shares at par, youl|'éourse be produced ~ 
would have no quarrel with it?—I} ‘After a few other: attestions, Mr. 
think I would. In fact, I am sad Bavidson asked: “It has been ad- 
I should. @dtted by Mr. Fitzroy that: nobodw 

Could you suggest as an auditot| has been defaulted by this balance 
—if it had been so stated—that that'| sheet. You would know if there 
‘could be called a 7: st&tement?, was anything in ‘the books to show 
—If the director: that theifthat Mr. Brewer ever made a cent 
shares were not sorte partt wouldJout of the Company?—No. He 
be a false statement. pever made 4 centiapart from his 
' Although actually it would be selgeyic sisters. : 
iterally -ang perfettly true? st 3 
would be a false statement if pe ad atl ea babies Sheet 
were not worth pdf. The balance ’ by’ Mr. Fitzroy, 
sheet must show the true state of at fi what he 
affairs. As regards investments tions for 


there is no excuse for putting then the 
in at par if they are pot worth it. $ Grst, and the 
They should be put in at their real 44 to the 
value or else have footnote in the, : Mw 4 s not paid 
balance sheet as to what the real ee : eke into 


value is, ~ 
Unless you make some alteration 
in the books you will have to treat 
it in the ‘balance sheet as it is 
shown ‘here?—No. You can leave 
the walwe in the books and leave 
it in the balance sheet also as long You say that a balance sheet does 
as you state the true value in aj noe require an expert to prepare 
footnote, or something sim/lar. : ittIt tequires ‘a. man with some 
You mean from a moral point of exotic: “that is anyone trained 
view? You could not have shown Fin book-keeping. 
these shares on the balance sheets The ‘object of a balance shect is 
in any other way?—Yes, certainl$] t shéw‘Wéerrately the financial 
you could. 3f position of the company: at the 
Well, how?—You should havwe§ time—Yes. 
done as I say. You must put @ We ‘went through a variety of 


fen tent ‘to him 
“wan just the 


footnote. t ‘Bet-us look’at -the word 

It would be correct, enough-es cotlatewt rity. What do you 
long as you explain it. in a foot- ordertity nif! these words?—I 
| note2—Yes. understand gation security to 


i Méan #&éitena} security. »* 
; Investments and Balance Shects ‘Additiinal. ‘to what?_Well, ce 


The balance of that item. is|/suming-a pér$o#t# granted a loan 
$65,000 odd which represents the}iand he gives a promissory note. 
value of a purchase ef a right to |;He might also give some shares of 
issue certain bonds?—~Yes. sand I should re-; 

You have stated that ar item el oe 
like gocdwill was Ro’ ‘en invest- ecrek- | 
| ment?—No, gnte to repay: 

I put it to yow thet jt is a matter jcould that pagel be:called col-' 


‘of piain language that anything of- ore! securityiteriés fF understand | 
this kind is an investment?—I say TY amis. + 

‘ “goodwill” should not appear in It think pailens | waid that you 
the balance sheet : asthitg: whide. cculd 


_ But you will agree with me th been termed” cOTSIETAB: bern 
an item of this kind can be describ-; y?——-There wag. : es 

ed as an investment?—Yes, it is ax « You have 
investment. 


A *hing like that can be deseribed 
as an investment?—You mean in a 


balance.sheet?__ a sxe 


- se Sasa ee WA. se : 
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\ CASE AGAINST MR. INSTONE BI 


Further Hearing in the Hongkong Magistracy: 
Accountant’s Criticism of the Balance Sheet 


' ALLEGED INCLUSION OF-FORFEITED SHARES 
‘Thw CASe Beans toe R |the five er ten: per cent. deposited 
ae “tae oe ey a mers at the outset. The total amount af 
charged with offences under the jicans ranted to shareholders was 
Perjury and Larceny Oxu:aances in ae ae Bg ig te 
relation to: The Bangetel shire, 2% no collaterel security whatever and | 
was the statement in the balance sheet; 
Gre 4 resurding such security was false. 
i ‘ ame As an auditor, witness would re- 
bore Asean ‘@ gard such loans as unsecured loans. 
i ; The company only had $9,330 casa 
in hand on June 1, 1927, although 
on paper it. had Tent - $761,005. 
These: Jcans’ were trade in Junz 
and July, 1927, but duting the whole 
of that time they “never had the 
Mccsh in hand, so that the loans 
were a physical impossibility. The 
Corporation only had about $80,000 
in June and July, 1927, all tol. 
They never had the money to make 
the loans, They'entered up certain 


reali Rreses oe | 
Mr, aae™ if prte : money in the books as _ received 
hues 


countany. of .¥ against share capital and’the same 
Seth and Fign amount. paid out,as a loan. Ther? 
dence at, was no collageral security or loan 
Mastgage and long.tétm loans 
@ appeared to be false as witness 
. found no mortgage, form at the 
uld not hav passéd bank.. The secant uf 6.630 was 
50 as uncalled capital. ThE4 made up of several small items ant 
one big ore of $260,000 owing from 
the Hongkong branch. This was 
not a mortgage but merely a cross- 
cmtry in: the Hongkong -branch, 
books. That sum could not e 


$1,120,0° 
statement im the balance sheet 
showing this sum under the headin 
of “uncalled capital’. was _ia, 
correct. The books showed 
value of the unallotted shares % 
the share capital accdunt. +” classed as an asset. er 
Nowember, 1927, it was transferred Speaking of stocks shaves ae 
out of capital account to allotmeas other investments ($484,831 80) wit 
and suspense account. In spite Of ross said this comprised '$15,00) 
that “it was still included im R9T:, the Instone Trading Co..Pwrchas?: 
uncalled capital acount. . Nothing ing a goodwill in a bond selline- 
had ever been paid on the shares, business? ost $69.7000.:" Witness 
as far as witness could say. There said that Soo dwelt: el id wat cone 
were seme application forms im} inger stich’ “Simare and~“-dther dp 
connection with it, all Speed July RB cesthierits.” That was wrong. Hows: 
August or September, “4987.: The Mev we Aad ‘ ced K- sta 
; 3 . er, against this.sum $55,000 wae 
atl not ele gan Pe oat nee fPstended and the entry against ther 
dently, Bere ag bad ace ence odwill should rot have been $6B— 
the ‘transfer ‘suspense ac- F532 6a but only $14,000 odd c 
couat, + o Fire VR Fe pee 7 pe 
One:of the biggest of thepe.a - 7 aes 
plicants was Kwahg Hoi Tin. ‘on The Trading Company “| 
thousand shares belonging this per The Instone Trading Compary. 
son were forfeited; this being stat-]/ was formed thirteen days before the4 
ed in the books of the bank,, Rhesgij valance sheet was made out. They., } 
forfeited shares were included ij cwned 4,800 shares of the Instor2, ; / 
the accounts, although »ithey wenp}! Bank, transferred to them from Mrs. r F, 4 
never an esset,-and it unsgst: hawey Brewer. : ae $ { to 
béen obvtous‘te those who drew wi The actual market value of thy. 
the balance sheet that they cow 


shares in the Instone Trading Comy; 


not be realizedst 4 rar. “a pany was not stated in the book, 

Regarding the.item accopats. .@BR) Assuming that the whole propersy 

ceivable entered among’ the -esagigy of phe Instone Trading Company, 

at $221,360.87,. this act 5 WEB, eii=4,500 shares in the  Insto i. 

5 Se) sisted of $113,000,-—-which: ‘was - ah ik, the Company would be morte 
per cent. of she uncalled’ iGMgG nothing, as the assets of the Insto: 
an and was not an asset... .. 7 ‘i Bank at the time were such ths 

/ i 2am. 9 they were not more than sulTiciog 
C Loan to Mrs. Brewer. Sgp§to pay their creditors. The bam 

~t 2.Mm@% premises were mortgaged and from 


. “wn, s 
Coming to-, collateral a Siete 3 ; 4 
witness said Seay bg an inspection of the balance she 
Leg nis ee d that so 44r- 4 the directors of the bank must ha 


he.had-been abje to Seder a 
iy as sx F known that the shares of the ban! 
was no-such security, Bb ches were worth nothing and conse} 


a gg nlrb bain quently the shares in the Inston 
tRage fox Lhe pais 4 Trading. Company must be wort; 
t ores to witness. Qn a nothing 

if there-was ang xecord of A Rogete@ing 4,800 shares in Mr. 


being paid." WR ” veplied 


aoe 10 2sicacaOO 5, Fund made on June 31, 


A payunert of $48,000 w: 


di refunde:i : 
, ees 
wer had a lean of 
a: the shares became 
np. These shares were 
red ts» the Instone Trading 
for $415,000. 
Witness said the customers’ 
posit were overstated by $260,000. 
In filing the statutory report it 


Was stated that the total number of- 


shares issued wholly for eaph wa3 
z060, Geo. The statement was wrong, 
in witness’ epinion. 5 


Payments in Cash 3 


Cross-examined by Mr. Dayidso: 
Mr. Ross agreed that allotments 


made, bit } 
¥ 4 cross-entry against tnot think the transactions of th2 


Ga i tions. 


_which have 


de-. 


« Witness said he did not think so. 


Witness pointed out that he did 


eash transac- 
The books of a company 
record the  transaction3 
taken place and to sav 
that the Company received and pa: 
away $750.000 on the same day tq 
the shareholders did not seem to 
him to be genuine cash transactions, 


Bad Only?” 


Coming to the balance shect, Mri 
Davidson asked if it was not @ 
docaiment of great complexity. 


Instone Bank were 


should 


Accounting 


It is a document which surely 
an expert to read it?—L 
ont think so, a 
})> you suppose J can prepare = 


requires 


shares were frequently paid By che-' ~correct balance sheet ?—If you were | 
ques and oceasionally by bank ngtes,4a book-kezper you could. " 


but seldom cr never in hard ae ' 


t was therefure a maiter of opinior 
as tv what constityjed a payment’ 
$3) ashi. 

Ms. Davidson explained to wit- 
ness that it was not 


per.y conducted or whether it was 
2 sound financial concern. 
or wrong 


to make payments {2 advance of 
s and then money was lent to 
gharebolders fer the balance of the 
shares. “That.” asked Mr. David- 
son, “I pat it to you, was the 
transaction shown by the books?” 
i can’t agree that they 


Witness: 
paid 
lent back to them, 

lam not csking you to say 


a question of 
whether the In-tone Bank was pr’-', 


Right!z 


the method adopted by - 
the bank was to fnvite shareholders (, 


the money and that it was f 


A book-keeper has very special 


D itraining? —Yes. 


You require a certain amount od! 


training to read a, balance shee§| 
correctly 7 
points, 
to read a balance shest.- An ordin- 
ary business man should be able to. 
read the balance sheet.. 


7—I appreciate the finer 
but anyone should be able 


You have told us that uncalled 
capital should not be shown as an, 


asset or liability?—I think I said ' 
uncalled 


ines on unallottel, 
hares. 

ne that. of coursc, is a matter.' 
f avcounting only?—It is mors; 
ban that, 

What is it then?—You should not: 
how uncalled capital as an asset. °¥ 


I admit it is bad accounting, but 


H 


that. fou are not going to say it is per- 


it was treated in the books as if jury?—It is misleading. 


that had been dene ?—Yes. 


The result wis that instead of 


having a right to make a cail 


—Yes. 
Assuming 


nble to say to him 


money now? instead of having to nominal value of the shares. 
“Ress agreed, 


make a call?—Yes. 


Mr. Davidson Yext asked witness 
if it would be a cash transaction if Shareholders were responsible 


that thee sbareholdes was aware™ that 
was a substantial person the Com: ments, 
pany hada slight adva tage in being As 
"We want your.not be less than 5 per cent. of thé 


Would it be misleading to any- 
od: who understands a balancsa. 


28 sheet?—One assumes that it is! 
the shareholders, the Company eot-worth the money showing on 
definite promises to pay, on demand? > -balance sheet. 


the! 


a 


Mr. Davidson asked witness if he- 
regarding allot-, 
it was in the Articles of 
sociation that payment = should: 


Wit- 


Mr. Davidson asked whether if 
and | 


a man paid cash: owe® the counteP-jjable for the Lalance on the allot-? 
for his shares and tgp f€xt moment ments it was not untrue to insert’ 


got his money back and signed an.:hem in the balance sheet. 


agreement to ay it later. 


Having signé@ the agreement, Mrg were liable it should not be put 
Davidson pointed out to witness, she balance sheet. 
the shareholder would ke justified 


Mr. Ross said that even if the 


Pgs rol 


Mr. Davidson: I admit that i 


to claim that he had paid in casa. should not have gone on the see 


Mr. Davidson went on to say that sheet. 
in law, in @ transaction of such a were liable then it is not untrue tc 
; transaction put then in the balance sheet. 

could be dispensed with. He went 
further to say that any transaction 
which would support a plea of page 
ment in cash was a cash transagt 


the cash 


character, 


a Z 4 


I say that if these people! 
t 


Witness: It is not untrue. 
The hearing was adjourned. 


Brewer Case Continu 
Hongkong Court 


Liquidator Tells Magistrate That Items On 
Balance Sheet Of Instone Bank Should | 

| 

I 


Not Be Shown As Assets 


SS ea 
» “At uny rate your Case 1s that the 
nce sheet was given to you al-) 
y typed out?—Yes. 
You know who typed it?——-No. 


Hongkong, Dec. 13.*:3 
Mr. Li Tung, the audftor to 
Instone Banki Corporation, c¢ 
®iaued his evidence in the Brew 
came, which was resumed beforgf You said the balance sheet was 
Mr. A. W. G. H. Grantham at #§@] signed. It was giver you to audit, 
Central Magistracy yesterdayj{‘and that it was given yeu to audit’ 
afternoort. “In cross-examination at the beginning of your audit?— 
Mr. Davidson he denied taking thg| The three subsidiary balance 
{nitiative in the make-up of thpj sheets were given to me first, the 
typewritten balarap sheet, — combined balance sheet later. 4 
that he received it from 1 Mr. Li ; 
Brewer and audited it by compa®” in ai oo otek Fd 
ing it with the tniree subsidiar¥i ¥2<; The balance sheet was given 
ones. He also denied having pus! 1. to audit: I audited it, and it 
in the Chinese characters on t # took me tan days in my spare 
final printed, balance sheet. ‘Nitime.” Is it true that you received 
Mr. S. Hampden Ross, @Bithe balance sheet and then audited 
liquidator appointed to investi@®®Mit, or was it not true?—I did not 
the books, declare’ that cert@MBl rotice particularly whether it was 


and accounts receivable shoulg 
never have been shown as aseq@y 
at all on the printed balance she! 

Continuing his cross-examina 
tion of Li Tung, the auditor, Mrg 


I have said I don’t mind that. 
¥ accept your statement on it. I 
only ask whether it was true that 
the balance sheet was audited. 
E. Davidson, on behalf of the defy ¥%2aid, according to the Official 
fence asked: -{ Receiver’s notes here, “I audited it 

I think you informed the Off- and it took me ten days.” Is 
cial Receiver in July that you had ,true you received the balance sheet 
told Mr. Brewer how the balanc@ ;first, audited it, and that it took 
sheet should be prepared?—I onlyi*you ten days to audit it?7—He gav. 
asked Mr. Brewer how he prepa me three balance sheets first. Tha! 
the balance sheet. | will make four with the combi 

balance sheet he handed to me 
subsequently. ‘ 
Po ees eer a Alteration Of Capital 
‘taken by th@ Official Receiver Mr. Davidson: You cannot tell 
your cross-examination and I havegus, therefore, whether Mr. Lit 
knew anything about book-keepi 
a note here, and according to itfor balance sheets?—No. 3 
i Producing the printed balanc 
sheet, stated by the Crown to be} 
the ultimate and final one prepa 
for that year, Mr. Davidson as: 
witness: You imow who inse 
the Chinese characters on 
balance sheet?—-I do not know 
did. 

I put it to you that the Chines 
characters were inserted by your- 
self and My-"Liu after the balance; 
sheet had ‘beam signed.—I absolute- 
ly deny it. # . 

Do you recollect the day on 
which you signed the proof of that 
balance sheet 7—No. 

I put it to you that you signed 
that sometime either on June 12 
,or shortly afterwards-at Mrs. 
Brewer’s request?—-No 

I put it to you that you were re- 
‘sponsible for the alteration of 
capital?—-No. 

Will you look at the green 
“balance sheet and the three bal- 


the Official Receiver you said you 
‘told Mr. Brewer how to prepare 
pameee eee is a mis- 


prepared. ate 

Well, that reads different now 
You asked hfffr*how it was pre- 
‘pared and you told the Official Re- 
‘ceiver in Juty that you told Mr. 
' Brewer how it-was to be prepared? 
—I only asked him how it was pre- 
pared. I didn’t tell him how to 
prepare it. 

Your statement to the Official 
Receiver then was untrue?—Per- 
haps the Official Receiver imis- 
understood me. 

You said abao on that occasion: 
“I did a prepare the balance 
: sheet. fe balance sheet 
siened and given me to audit.” Is 
that true?—The balance sheet was 
prepared and given me to audit. 


Already Typed Out 


was signed and given me to audit.”{ tomers’ deposits. I have got 

iaij the balance sheet for the Ho 
iver?——Well, I did not noti kong branch and you will see 
iwhether it was signed or not. the liability side = head office | 
jwae civen me to audit. of 9260, ~# 


(FOREIGN SECTION) 
ATELY 12 : 


head office were $264,130 which! ~ Qtestener iixt @rT Peeane ts 


was therefore a debt of the Hong- 
kong brancly;and that $260,090 to 
the credit of the head office ?— 
have not seen those papers. 

But you audited these papers, 
‘from which ‘you made up the! 
balance sheet ?—No. 

You say they are not the ones 
you used?+-I have not seen those 
three papers before. ... 

Was the $260,000 of credit ap- 
pearing in the head office books as 
against the Hongkong office ?—I 
amin a difficult position an- 
saeRAbat ‘question is eR 
‘encgr-#e' He three papers given 
here. 

You saw nothing wrong with 
the particular entries —No. 

Ne Momey Received Traced 

Mr. S. Hampden Ross, the 
‘liquidator sppointéd to investi- 
igate the books of the Instone 
‘Banking Corporation on behalf of 
the Official Receiyer, was the next 
‘witness called. said he had 
‘seen a very large number of books 
belonging to the Bank, and 
‘amongst these was a minutes’ 
book of the Company. Witness 
was asked to investigate the green 
balance sheet, and he noted that 


the amount of $1,174,000 shown] 


as capital issued was made up of 
the nominal values of 14,700 
:shares. 

Capital issued and subscribed] 


, shown standing at $2,613,260 was 
next checked and it was found ap- 
parently to include 11,320 shares, 
which had not been issued or 
allotted. 

According to the ledger there’ 
was an account called the Allot-, 


ment Suspense Account, amount- |[® 


ing to $1,333,000 with a footnote 
on the same folio showing 


in 


right is offering patrons a complete 


‘famous Pwtroushka Company of 22 


how } 
this was made up from a list of if 


the amount of $1,420,950 of Un-j| 
called capital shown as an asset’ 
the balance sheet, witness 

that merely consisted of, 
$401,250 of uncalled capital on: 
allotments and $1,019,700 of un-} 
allotted shares. To arrive at this 
i said, “to dive 
around” before he could find the| 
corresponding entries in the books. 

Uncalled Capital 

The Public Prosecutor: In your 
experience as auditor do you con- 
sider 90 per cent. of unallotted 
capital an asset?—Well, it may: 
or may not be an asset. It all de- 
pends on whether it is in fact an 
asset. It may be bad. 

I ask you, do you consider un-: 
called capital on unallotted shares 
can ever be an asset? Can you 
call that an asset by any stretch 
of the imagination ?—I don’t think 
so, Witness added that in his opin- 
ion it was incorrect to class un- 
called capital as an asset whether 
it was allotted or otherwise. 

The Public Prosecutor: Then 
on that, the whole of that amount 
of $1,420,950 is incorrect, should 
rot be there at all as an asset ?— 


It should not be shown as an 
asset. ew Pah sk artion ny 4s 
At this peint the hearing was 
adjourned until Monday  after- 
noon. 
> 
te 
NEW PROGRAMME AT 
CANIDROME 
The Canidrome ‘ballroom to- 


new change of programme by the 


rtists which has been sugmented 
by the arrival of five new artists 
ver before seen in Shanghai. 


The programme will include 


applications, neither have I seen [songs ir English, French and Rus. 
any documents ' showing that fsian, humorous and dramatic 
shares had been accepted in any fsketches, classical and modern 
way,” he added. ‘dances and other entertainment. 
Had To “Dive Around” Special scenery is to be used for 
Witness, continuing, said he h number, in addition to which 
found a pencilled note sumewhere 
showing an amount of $6,260,. 


which, presumably was the capi- i 


; tal: of the Shekki branch. Added: 
| to the two amounts of $1,474,000: 


;and $1,333,000 the total would, 


correspond to the capital describ- 
ed as issued and subscribed on the' 
liabilities side of the balance 
sheet. 

Mr. Fitzroy: Is that liability 
correctly stated? — Witness: I 


don’t think so myself. Apparently 
Gm only amount af pest-ap expt 
“taY ac tH" the 


taY ° Books was 
$978,510, this Being in respect of 
the 14,740 shares issued. That 
jperhaps might also include the 
!Shekki capital. In my opinion that’ 
‘ig_al that should ‘appear, | 


patrons a better.#iew. 

e@ company has been re-engag- 
‘for a fall month and there wilb! 
be a chifftge of programme every 
Monday and Thursday. Dance’ 
music will be furnished by the 
popular Hill’s Smeging Syncopat- 
rs, featuring the famous pianist, 
Teddy Weatherford. 

The cover charge for non-diners 

vill be $2 but dir will be admit- 
ted without ch is On racing: 
nights, Tuesdays and Fridays, 
dancing starts at 8 pm. On all 
ther nights dance music begins at 
9 p.m. : 


a 
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Auditor Is Cross-Examin 
In Brewer Case 


Chinese Admits Alterations Were Made In Instone 
Bank Balance Sheet, But Says De- 
fendant Explained Action 


Hongkong, Dec. 11. 

An ‘important witness in the 
person of the Chinese auditor of 
the Instore Banking Corporati 
appeared at the trial, 
before Mr. A. W. G. H. Grant 
at the Gentral Magistracy y 
terday afternoon, of Mr. N. L 
Brewer, barrister-at-law, who is 
charged with committing offences: 
under the Perjury and Larceny 
Ordinances in connection with the 
preparation and filing of what is 
alleged to be a false balance sheet. 
with the Registrar of Companies. 

In the courge of his examina- 
tion by the Crown, ‘Mr. Li Tung, 
the witness in question, said he 
perceived certain irregularities 
connected with the posting of 
certain capital figures to repre- 
sent these as assets, but was 
satisfied with the explanations 
given by Mr. Brewer and duly 
passed the balance sheet. 


Mr. Li Tung, said he had been 


{The Combined Balance Sheet was 


self, and he signed it on June 
6, that representing the date on 


which he completed the auditing. 


Uncalled Capital An Asset? 

Arriving at this point in his 
statement, Mr. Li Tung was taken 
item by item over the Balance 
Sheet he had thus signed and at- 
tested as correct. The Public 
Prosecutor pointed out that there- 
on they had the autivrized capital 
as $10,000,000, the subscribed 
capital $1,480,000, the allotted 
capital $1,133,000; and also sun- 
dry debtors, louns and mortgages. 
He asked witness how he could 
reconcile these figures with the 
great disparities as depicted else-! 
where. | 

Witness: Mr. Brewer called me 
over to sign it, but before I 
signed the Combined Balance 
Sheet I had noticed these differ- 
ences. 

Asking witness to compare the 


given to him by Mr. Brewer 
| 


auditor employed by the Instone! Combined Balance Sheet with one 
Banking Corporation from the’ of the subsidiary ones, the Public 
date of its establishment to April] Prosecutor pointed out certain 


of last year. He audited thef .._. , stall 
Balance Sheet dated April, 1928, ela in the Capital 
doing this work on the premises Witness replied: I found these 


of the Bank. Resumed every day di 


at 5 p.m. the auditing occupied ten 
days, Mr. Brewer being the only 
person present, 

Three balance sheets were pro- 
duced, for the purposes of audit- 
ing, the first relating to the 
Hongkong Branch, the second to 
the Head Office, and the third, 
which was more in the nature of 
a return, to the Shekki Branch. 
These three documents were type- 
written. 


‘look better. 


fferences myself and pointed 
them out to Mr. Brewer, who told 
me that if the uncalled capital 
was posted over to the assets side 
in the balance sheet, it would 
Mr. Brewer also 
informed me that before becoming 
a barrister, he was a very good 
accountant. Mr. Brewer further 
said that he had seen other banks 
and big emporiums making their 


|balance sheets in that way. I 
jjasked him to explain more fully 


He had already started auditing'|}why he should class “uncalled 
before being given, on a subsequ- ‘capital’ as an asset and posted it 
ent date, the Combined Balance jas such in the balance sheet. His 
Sheet purporting to incorporate: explanation was that he had asked 


the other three subsidiary Balance || certain 
Sheets. The Shekki books werellcertain application forms, 


sharehoKers to sign 
and; 


not made available to witness,$having signed it, they would 
and he confined himself to-lookingJ held responsible for the dacking 


over the Hongkong books, 
received some little assistance 
from Mr. Rodriguez, the account‘ 
ant of the Bank, on one sole 
occasion. All the auditing was 
done in Mr. Brewer’s room, ex- 
cept when it was found 

to go to Mr. Rodriguez’ office on 
the occasion referred to. 


Witness merely audited and ‘gst 


checked the accounts, and did not 
make a balance sheet himself. 


- Brewer was offended. 


andfup of this uncalled ¢apital. 


The question was also asked by 
witness why Mr. Brewer should 
desire to swell these capital 
figures, and he replied that such 
shareholders could be called upon 
at any time to make up for such 
capital. | 
nm your opinion it should not’ 
included?—Yes. I did raise: 
objections on this score, and Mr.; 
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n., : ae ie > meeting of the Directors 
Trial Of Mr.N.I. Brewer [s\n 
Opened At Hongkong 


irculated amongst shareholders 
seven days before the proposed 
neetings The Crown conten 
Banker And Barrister, Who Was Arrested At Shang- 
hai, Charged With Making False Statement 
Regarding Instone Banking Corpn. 


that the accused never compli 
‘ith this rule, and did not call for 
e minutes of the previous mect- 
g to be passed with an extraord-+ 
Mnary resolution at a subsequent, 
meeting. The charge wnoorn whic 


Hongkong, Dec. 16. / Extraordinary Procedure rt = peice i ae go gee a 
The case against Mr. Noel In-f — «] hereby make an applicatiot that on Juty 9, following the last 


stone Brewer, barrister-at-law . 
who is charged with offences under 5 elgg Noam ee aig 
the Perjury and Larceny Ordin- $9,000, which sum I propose te} 
ances in relation to the financial nse rae paymert of the baalance' 
affairs of the Instone Banking Cor- outstanding Ga 100 Ordina‘ 
poration, was commenced before Shares applied for (or allo’ 
Mr. A. W. G. H. Grantham at the} to) me in my name, on whic! 
Central Marisracy, yesterday] the som of” $10 fer” share has 
bristling with a mass of figures, the : ican ag 2 ime € 
Crown sought to show that the oe agree that this loan, 
accused, as a Director of the oo shall be nag ae ee 
Instone Banking Corporation, filed Be po gay Fea Bs rg Pai, 
a false statement of the financial or hypothecate she ania’ shaves 
sanding, of the ,Cormeration wth] ie shall be Torch. repayable 
also prepared a balance shect con- without, demand: 
veying an exaggerated impression’ 
of the funds at the command of the’ 
‘Bank. Finally, th® Crown stated pesto Fi ggg a named, Ries 
that its case was not that the] .4°, Samaad’ fodiens "Win a a 
aceused had defrauded anyone of ed then ay th: " th at happen- 
money, but that it had to do solely at hed ere was a 
with the presentation of a balanc ¥ 
sheet comveying a misleading im- number of cross-entries In the 
_pression of the financial position of] books which, while swelling the 
‘the Bank. -capital funds, also showed large} 
In presenting the Crowr case — receivable on “loans repay- 
the Public Prosecutor (Mr. Somer able.” : 
‘set Fitzroy) said Aas charges Mrs. Brewer’s Responsibility 
were involved, of which two had! Mr. Fitzroy went on to refer to 
to do with perjury through the; other “book” transactions | with 
filing of a false Statutory Report4 which the accused was directly 
to the Registrar of Companies an interested and to a biock of 4,800 
‘a third, with the presentation o shares, responsibility under which 
‘a balance sheet misleading ir] Was incurred by Mrs. Brewer to 
many material particulars. the extent of $432,000. A person 
A Director of the Instone Bank-| burdened with such a huge in- 
ing Corporation, of which he was{,debtedness to the Bank said Mr. 
the President and the prime] Fitzroy, would have cause for 
mover in the establishment, thejcensiderable worry, but appar 
accused had the responsidility|/estly not Mrs. Brewer, for she re- 
devolved on him of presenting wghined in that blissful state ir, 
filing the Statutory Report to thetie following year. There would, 
Registrar. In this connectien, of course, be a way out if things 
Crown alleged that certain mi spered, but they didn’t and one 
statements were made by thegwendered how she would bear up 
accused when he represented te it. : 
‘total amount of monies received}. © There came a time when the 
in consideration of shares allottedg@@lance sheet became due, and 
to be much more than it really ething had to be done. What 
was. pened then was that a com- 
With a nominal capital repre-;P@"y was formed under the style 
sented ata alarge figure,a most/@. the Instone Trading Com- 
extraordinary procedure took {Py to acquire | these shares 
place with regard to these shares take over this indebtedness 
when, forbidden under its Articles tébm Mrs. Brewer. The books of 
of Association to deal in its own|tBat trading company did not 
shares, the Bank required its pros-J3"0w any business being done 
pective stockholders to make up thereafter, other than the acquire- 
on paper what it lacked in cash ment of the facial value of Mrs. 
|derivable from such shares, as th ewer’s sheres as its capital. 
ifollowing printed form would]. Misleading Figures 
| : , : ‘} ‘A balance sheet was prepared 


meeting, Brewer filed a baiance 


ing misleading figures in..materia 
particulars. : 

‘Mr. Fitzroy ,detailed these 
ticulars whith, were entered. i 
the balance. eheet as accounts 
receivable, cofiateral and securi 


loans stocks,‘ shares and inv 
nents, ete. all amounting to h 
figures, but which from the Cro 
viewpoint were merely fictitiou 
cross-entries as instanced in the 
case of “loans” to shgreholders. 
It was their belief that the Bank 
hed no more than a few thousand 
dollars any ome day in its coffers, 
and that this‘mass of figures was 
intended to itmpress and mislead 
the beholder. . 
The Crewn's Duty 
It was not thé Crown’s case that! 


the accused hag defrauded any one: 
of money. er it was fe 
uty to show that a case had been 


made out against the accused on 
charges of committing perjur:/ 


Followed the signature of the 
“borrower” and hig aelasewvledg. 


nder the Larceny Ordinance 
when he published, or concurred 
in the ‘publishing, of a  fa‘se! 
balance-sheet. It then remaine 
for his Worship if he ruled tha 
a case had been made out on those 


Evidence was called, and Mr. 
Cc. D. Melbourne, Registrar of | 


testified to certain Company. docu-, 
ments and a bakgnce sheet having 
been filed by the Instone Bankin<; 
Corporation. . 4n 

Mr. G. Labrum,. of Yée. Olde 
Printerie, also atated his 
firm at a material date ‘received 
an order for 200 copies of a balance 
skeet handed in. This balance 
sheet, witness said; was  sub- 
sequently subjected te. jons: 

Before the Court red r. E. 
Davidson, who reprfesented the, 
accused, applied for a reduction of, 
bail. He said that the prosecu- 
tion had no objection to a reduc-! 
tion from $3,000 to $2,000 cash. 

Mr. Fitzroy intimated that he 
had no objection ard the bail was’ 
accordingly reduced. 

The case was adjourned till this 
afternoon. 
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M ortgages And Loeas quired what this trading company: 
was, and he said it was an im- 
Questioned with regard to mort-] ports and exports company owning 
gages and long-term loans as dis-]shares worth that figure. I next, 
played in the Combined Balancejasked where that Company was: 
Sheet, witness admitted he neverjlocated, and he said it was above 
saw any mortgage deeds proving}]the Bank. I was shown a scrip 
such items, exe-pt that he f.:ndfof shares which valued at $1,000 
ike fgures to be corr: rt after hav Jeach would amount to the figure 
ing compared inem vith those on#shown. 
the subsidiary balance sheets. Witness was next interrogated 


Why did you put your name to 
a balance sheet bearing mortgages; 
when you were not shown any?— 


im regard to the item customers’ 
deposits, shown on the Combined 
Balance Sheet as amountirg to 


I relied on th figur in the] $466,000, and he replied he was 
cther dans fucks nae on me satisfied that this figure corres- 
Rrewer’s assurances that these] Ponded with that in a ledger and, 
figures were correct and was|With those displayed on the three 
satisfied with the explanations he}S¥>sidiary batance sheets. He saw 
wave me. He said some of the nothing peculiar in this item. 
mortgages were in Shekki and as} | Mr- Brewer, continued witness, 
jfor the others, he said they could] Showed him those applications for 
be taken as correct. When he told|Shares and he was satisfied after 
{me that the total figure given of Mr. Brewer had given an assur-/ 
these mortgages was correct I didj#mce a8 to the liability of the 
not pursue the matter further. | Si@natories under those amounts. 
All you saw was the three bal-' At this point, the Crown pro- 
‘ance sheets but no mortgages?— duced a balance sheet which was 
That is so. the one printed by Ye Olde Prin- 
Questioned with regard to the terie in its ultimate form and 
item collateral securities display- tiled with the Registrar of Com- 
ed on the Combined Balance Sheet, panies. It was green in colour, 
witness said Mr. Brewer told him and witness was asked if he had} 
that the item included money lent seen it before.: } 
tu shareholders. Witness replied that he =e 
The Public Prosecutor then put seen such a balance sheet, after 
in the following document which the ore which he signed. 
he said was signed by a Mr. Chan. The Public Prosecutor: Did 
Kwok-ming or No. 64 Bonham' Mrs. Brewer ever ask you to sign 
Strand: a balance sheet like that?—She 
“I hereby make an application never did. 
to the Instone Banking Corpora- Were those arrangements as 
tion for a persoral loan of $9,000, Shown in the green balance sheet 
which sum I propose to use in pay-. suggested by you or were they 
ment of the balance outstanding on'the work of some else?—They 
100 Ordinary Shares z2pplicd for were not mine. All I did was the 
(or aHotted to) me in my rame, 2uditirg. 
on which the sum of $10 per share; Did you say you spent the 
has been previously paid by me in|whole time on the books?—No, 
cash. I agree that this loan, if {in auditing the balance sheet. 
accepted, shall be a lien on the} You had ample time during 
said shares and that in the event|those ten days to satisfy yourself 
cf my essaying to transfer or!that the balance sheet was correct 
‘hypothecate the said shares, it — Yes. 
‘shall be forthwith repayable with-| In consequnce of that you sign- 
out demand.” ed on the balance sheet the foll- 
Witness said he had been shown}©Wing certificate? (Mr. Davidson 
_@ printed form similar to this ap-}Pproceeded to read the . usual 
i plication, and instantly - pointed{tertificate attached by auditors td 
out to Mr. Brewer that that could|>alance sheets, and adleed« witness 
be no security. Mr. Brewer’s re-fif he appreciated what the ; 
ply to this was that when thefOf an auditor were). 
Bank loaned money to shareholders} [Witness replied in the affirma- 
on their shares, the Bank would|tive, and said, in reply to another 


have a first claim on those share- 
holders, and that signed bit of 
paper was the security. 

The Public Prosecutor: You 
were satisfied to pass that as 
nq a C- 
Collateral Securities?—Witness: I 
waa not satisfied and made objec- 
tions, but he said he was a bar- 
rister, and knew more about th 
law than I did, and could say that. 
it was perfectly legal. ‘ 

Shares And Inveatments 

Witness was next question 
with regard to the items stocks, 
shares and other securities as dis- 
played on the Combined Balance 
Sheet. He said he was shown a 
share scrip for $145,000 by Mr. 
Brewer, who in explanation, said 
it was a share scrip of the In- 
stone Trading Company. “I en- 


i 
{ noon. 


questio: that what was in the’ 
certificage was true. 
Shown the typewritten General 


thereon. He denied that it -was 
he who made those alterations. 

Mr. Davidsor: The way in 
which the capital was get up had 
been completely altered? Witness: 
Yes. 

You say Mr. Brewer made that 
alteration?—I do. 

Why did you sign it since it 
was his alteration?—I was satis- 
fied with the explanations he gave 
me. 

At this point, the hearing was 
adjourned until to-morrow after- 
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MR. BREWER AGAIN 
IN COURT 
! 
Hearing of Charges to Open! 
Vhis Week, Preparing 
Defence 


Mr. N. T. Brewer made another 
appeavance before Mr. ALW.G.H. 
lGrantham at the Central Porce’ 
Court, Hongkong on Monday 
morning, bemg accompanied by 
Mr. E. Davidson, his sotiertor, un 


the case in whieh he is charged 
with offences under the Perjury 
and Larceny Ordinances da con- 


nection with the affairs of the 
Instone Banking Corporation. 

Mr. Somerset Fitzroy, appear | 
ing for the police, suggested ext) 
Monday for the hearing of the 
case, to which Mr, Davidson, 
agreed, stating that he was sure | 
Mr. Fitzroy would be able te 
say the time he (Mr. Davidson) 
would require to prepare the de-: 
fence. 

Mr. Fitzroy said the time en-{ 
tailed by the proceedings would 
depend on whether Mr. Brewer | 
would give evidence himself. He 
thought there was plenty of Grn! 
ahead of them if they fixed the 
hearing for next Monday. “Mr. 
Brewer,” the Public Prosecutor 
resumed, “is on bail and js in 
no serious inconvenience except 
for this thing hanging over his 


head, which is not pleasant.” ! 
The case was accordingly ad-| 
journed for hearing og Monday |} 
afternoon, at 2.15. The after. + 
noons of the following Tuesday 
and Thursday were also set aside 
for gther sittings. 
ee 
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VER TRIAL rae ee, 
NTINUES eee 2: 
Aopeare For Second Tine! meee 


In Colony Court To : \ 
Hear Amendments 


> statement (otherwise than on 


; w hich 


IS REMANDED SINE DIE, 


Augmentation Of Second, i 
Third Charges : 


The case against Mr. Noel 
Instone Brewer, barrister-at-law, 
in which he has to answer two 
eharges brought under Section 7 
of the Hongkong Perjury Ordin- 
ance No. 2! of 1922, and one! 
under Section 21 of the Larceny 
Ordinance, No. 5 of 1465, was! 
continued hetore Mr. A.W.G.H.! 
Grantham at the Central Magise | 


! 


racy, Hongkong, last Tharsday. | 
After permission to amend! 
charges “B’ and *'C" had been i 
granted Mr. H. Somerset: 
Fitzroy, Assistant Attorney-Cien- ; 


eral appearing for the Crown, | 


the case was remanded sine die, | 

Mr. Brewer was arrested local- 
ly November 13) by Detective- 
Inspector H. Robertson of the 
political Seccion C. [. D. on a 
warrant issued by the Hongkong , 
Government. On his appearance ; 
in the lecal British Police Court 
November 14 bail was refused bv ; 
Mr. I. T. Morris. Registrar. He 
was returned to Hongkong in the 
custody of  Detective-Sergeant 
Mottram of the Colony Police’ 
November 19 aboard the Empress 
of Russia. On his initial ap- 
pearance in the Hongkong’ 
Magistracy November 21 he was 
allowed bail in $3,500. - 

Mr. Brewer was not legally re. ! 
presented last Thursday. It Was} 
announced, .however, that Mr. E.! 
Davidson had heen instructed for , 
the defence. Mr. Horace Lo was | 
present in Court to watch thet 
proceedings in behalf of Myr. Li 
Tung, who acted as anditor for 
the Instone Banking Corpora- 
tion, which Mr. Brewer pen 
ed and whose liquidation forms 
the hasis of the charges against 
him. 

Mr. Fitzroy asked for permis- 
sion to amend charges “1” and 
“C’’ as under :— 

(B) For that you, Noel Instone 
Brewer, on the oth day of July, 
1924, in a balance sheet daied the 
6th day of August, 1998, for the 
period ending the 30th day of 
April, 1928, filed by you on be- 
half of the Instone Banking 
Corporation, Ltd., (which | bal- 
ance sheet’ you were authorised to 


i 
i 
i 
! 


| to 8466, 100.25), with intent to 


(C) For that you, Noel Instone 
Brewer, being a director of the 
Instone Banking Corporation, 
Ltd., published or concurred in 
mnaking, circulating or pubtish- 
ing ®& wrong statement, to wit, 
a balance sheet of the said Com- 
pany, dated the 6th day of June, 
1928, for the period ending the 


: 30th day of April, 1925, filed by 


you on the 9th day of July, 1924, 
with the Registrar of Companies : 
on behalf of the said Instone! 
i Banking Corporation, Ltd., | 
which you knew to be false in a! 
material particular, to wit, that! 
the assets of the said Company ! 
consisted of accounts receivable 
amounting to $221,360.57: of 
collatoral and security loans 
amounting to $349,630: of mort- 
gage and long term loans 
amounting to $266,630; and of 
stocks, shares and other invest- 
ments amounting to 3484,531.40:: 
and of uncalled capital amount-; 
ing to #1,4120,950; and thai the; 
liahilities of the said Instone 
Banking Corporation consisted of | 
capital issued and subscribed | 
amounting to 82,613,260, and of 
eustomers’ deposits amounting 


deceive shareholders of the said 
Corporation and to induce per- 
sons to become shareholders, or 
to entrust or to advance money 
to the said Corporation; contrary 
to section 21) of «the Larceny 
Ordinance, No. 5 of 1565. : 
The “A” charge stands as ori- 
ginally framed, thus: 
” fa) For that you, Noel Instone 


' 3 - « 
“Brewer, on the 16th day of 
August, 1927, in a statutory re- 
{port made and filed hy you on 
tne said date (which report you 
were authorised to make by; the 
provisions of the Companies 
Ordinance of 1911) and on be- 
half of the Instone: Banking 
Corporation, Ltd., did knowing- 
ly and wilfully make (otherwise 
than on oath) a statement false in 
a material particular, to wit, 
that the’ total ameunt of the cash 
received by the said Instone 
Banking Corporation, Ltd., in 


make and: file by the Companies respect of chares. mann wholly 


Ordinance of 1911), did knowing- 
ly and wilfully make a_ false 


oath in’ a material particular, 
to wit, thant the assets of the 
said Company consisted “of ac- 
counts reeeivable by the = said 
Company which amounted to the 
sum of $227,380.87, of roliatoral 


for cash, was $876,576, contrary 
Ordinance, No. 21 of 1922. 


{6 Section 7 of the Perjury 


and security loans whieh umount. ; 


ed. to 94.6% (to be altered to 
$249,630); of mortgage and long 


be Seret te 83,420,960) ; contrary 
te tisw 7 of the Perjury 
Ordimance; No 21 of 1982. | 
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SASS RE: RPS. 
Ct. is Rew 


L088. 2A. 


June 19, 9 


Dear Sir, 
5 : e 

With reference to Para 80 of the Straits 
settlement Police Journal 1929,enquiries shew that 
the Nel. Brewer mentioned therein is not comected 
with Brewer & Sons, Booksellers, S!iunghai, and 
that the existence of the Instone Banking Corporation 
is unknown in business circles in Shanghai. 

: ‘ours faithfully, 


KE 
. ee : ’ 


a/ Director of Criminal Investigation. 


fhe inspector General of Poliée, 
Straits Settlement, 
Singapore. 


SECRET. 
PCLICH JOURNAL, STRAITS SETTLEMENTS. 
Paragraphs 72 to 91. 


No. 5 of 1929). Singapore, 15th May, 1929. (Distribution No. 


Extracte 


30. Brewer, N. I. 


His Christian name may tbe Instone. He is believed to be 
connected with Brewer &« Sons, Booksellers, Shanghai. He is 
stated to be 2 lawyer or solicitor and holds very pronounced 
Bolshevik vievs. He may also be connected with the Instone 
Bankin; Corporation, the existence of which in this country 
has so far not been traced. 


Brewer is kno-yn to have been in Singapore between the 9th 
and 27th January, 1929. Information is urgently required 
concerning the activities of both Brewer and =e Instone 
Bankinz Corporation. r 
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SUMMONSES -D ES DISOBEYED| 
Perjen ry and d Larceny Ordin- 
the fo\lowing rn olbcte Seaseaaes 


was issued av =. — news byl. 


oe 


harrister-atJaw, 
three | mimmaonses 


offences. undyr Section’ 7, as heal : 


Perjury Ordinance, No. 
“1982, aml siqter Section 71 on b 
bad ae No. B, 


atated that Mr. Brewer was 
oe at, the time tt 
issued. : . 
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File No. 


NI. Brewer. 


Enquiries show that the Itsuta Meru will arrive 
in Shanghai on 11th November en route to Europe, and 


will call at Hongkong on the way. ‘#rrangements are 


being made to h=ve the instructions as per attached chit 


carried out. Y ; 
SE 


De Se 


A De Ce Ie 


POLITICAL BRANCH 


(FOREIGN =cC11UN) i} eel pee 
paret=2 7... ih File No. Fp Ea 
' 1...6 
(C.1.D.) Office Notes BOAR 
| oe EE 


NI. Brewer. 


Sir, 

The above named individual arrived in Shanghai on 
board the Atsuta Maru on the morning of the 10th inst. 
Before disembarking, Brewer was met by a foreigner who 
conversed with him for a couple of hours and then left. 

Prewer later left the boat and taking his luggage 
travelled by ricshe to a trunk shop on Broadway where 
he left his luggage in the care of the shon-keeper and 
then boarding a tramcar succeeded in temoorarily shaking 
off the agent who wes shadowing him. However later in 
the day Brewer returned accompanied by a coolie from the 
Great Eastern Hotel for his luggage which he had removed 
to that hotel where he is at present,occupying Room 124. 

Later in the day the attached letter was received 
from the Honskong Police, requesting tne Police here to 


arrest Brewer, but when D.I. Robertson applied for a 


warrant from lir, Morris Police magistrate he was refused, 


as there was no one here to swear a complaint against 
Brewer. 

The Hongkong Police have been apprised of this (copy 
of telegram attached) and we are now awaiting a reply 
from them. In the meantime a close watch is being kept 
on Brewer's movements, and up to the present there has 


been nothing wortny of note other than the fact that he 


visited the office of the Great Northern Telegraph Co. 


POLITICAL BRANCH (eu at 
(FOREIGN SECTION) Gok, Za OE Res eee 
hile Now: [., 64402. 
(C.1.D.) Office Nites | ieee SE, FF 7. 
Sir, 

Noel Instone Brewer was errested at 2:45 pem. 
November 13, by D.S. O'Neill and the undersigned in the 
premises of Brewer & Co., 79 Kisngse Road on a warrant 
issued by Mr. Morris, British Police Court lagistrate. 
ir. Brever will apneer before the British Police Court 


at 10 aeme November 14. Lr. Winter of the L.D. will 


De Ie 


Memevicats of the fle cs covtle Wl, (Ueiedl. 


attend. 


yi! 


Pte gt che tl 


, Wasaga Are 


See mR 


~ 


HONGKONG BARRISTER 
IN SHANGHAI 


ARRESTED -- 


7) 


Charged with Breach of. the Perjury Ordinance: Statement 


| to the “N.-C. 


Yesterday afternoon, 


' Brewer, a Larrister recently practis4 


,Ing in Hongkong, was arrested h@ 
the Shanghai Municipal Police o 
‘instructions received from Hong- 
! kong. vie 

| Det. Inspector iH. Robertson, for- 
Laigie section intelligence officer, i 
‘charge of that department of the 
C. I. D., arrested the accused as he 
'was going along Kiangse Road. 
The arrest took place at 2.46 p.m. 
and it is stated that the a ed 
had recently arrived in Shanghai 
from Japan. 

The warrant states 
'charge is “breach of the Perjucy 
| Ordinance. . . in that he filed a 
‘document false in a material parti- 
cular” and also “breach of the 
Lareeny Ordinance....in that he 
filed a. balance sheet false in a 
material }+ ‘ticular. with intent ‘io 
deceive....” 

Yesterday morning Mr. Brew-r 

interviewed: bys represgutativ 
tok, the Norn Chiba Daily: News, 
a 
gard to the gituation was gives.. 

Mr. Brewer ‘said that he ‘was 
well aware that a warrant for his, 
arrest had been issued and it wa 
his desire to, return to Hongkong 
to answer.the charges. In this con- 
nection he pointed out that he had 
visited H. M. Consulate-General in 
Shanghai cn. Tuesday and asked 
that arrangements be made for his 
transpertation to Hongkong so tba 
he might be enabled to defend the 
‘charges levelled against him. Ap 
parently no sugis ments we 
practicable, and he was advised ac 
ordingly. 
' .Earler Cateer . 


In a 
North-China 


ily News” yester 


THE: INSTONE BANK WHICH HE CONTROLLED 


that the, 


Wx. Brewery statement in re- ’ 


. But“when it came to 


@ Hongkong Barrister Arrested 
and begged me to carry on in the 
ts seit te. “ih assurance that a manager would be 


yér set down that hd 


Daily News” 


et pn et pe ene 
“Brewer's Ordinance” 
“When I commenced practice in 
Hongkong the law as to barristers 
:and solicitors was somewhat akin to 
hat now ruling in Shanghai. A 
barrister was entitled to interview 
his client direct without being 
“briefed” by a solicitor and could 
lappear for him in all criminal or 
summary matters’ without 
solicitor. Now the law is changed 
n Hongkong. <A client may now 
only engage a barrister by briefing 
him through a solicitor with result- 
ant double expense. The Ordinance 
effecting this step was passed 
ward the end of 1925 during 
visit to ‘the United States. 


of Brewer.” 


Instone Banking Corporation ae 


“This corporation was formed, 
It was intend 


ae ane ee 


tion to be proud of. Incidentally = 


was the name which largely con- 
strained me to remain in the saddle 


long after my obligations to th 
founders had been discharged. 


than'during the early organizatior. 
the directors 


forthcoming ultimately. 
The Bank's Operation 


* 


any. 


L The 
motivation was‘#6 openly expressg@al, capital. 

that it is even now referred to @@ executed 
the Ordinarce for the Suppressida 


on my mother’s side and the bank 
f-was dowered with it because I be- 
H lieved it would become an institu- ° 
£ 


tt 
was never intended that I should? 
act in a managerial capacity other 


appointing 
(Chi- 


“It is admitted, even by my 
enemies, that I am impervious to 


harges refer to. the same document, 
serves a word of explanation. 
der Hongkong: law, balarice sheets: 
must be audited and the auditor 


c 


Sgevernment list of qualified audit 
ef mecept liability for thg entire: 
‘ranning of the Instone Banking 
Corporation in Hongkong. as 
“Mr. Brewer went on to sey thek: 
where the work was done ens, 
employees, he exercised an effective | 
surveillance but the balance ro aet| 
he did entrust to other people. I 
ce sheet was approved by & 
shareholders’ meeting and -he 
it without protest. ty 
Liquidation and After 
“Ag liquidator to the voluntary: 
liquidation, 1 succeeded in interest- 
ing outside financiers. in the bank 
and’ entered into an agreement with: 
them whereby they should take 
over and reopen the I.B.C. Ltd. pay-. 
ing all creditors in full and grantingt 
the old shareholders certain asset? 
which would have produced them 76’ 
cents in the dollar on their share’ 
This agreement was duly’: 
and advertised in all the 
3 papers. There was one dissentient, 
\‘a Mrs. Jen See-thim. Her husban 
(recently deceased) had been @& 
director and holder of $250,000: 
shares on which he had paid onlyy 
gz small percentage at the time of. 
his death. The 25 cents in the dollar; 
ss meant a further payment from: 
estate. Taking advantage of the: 
t thet she was a (relatively: 
tfmall) creditor of the bank in h 


right, she petitioned for a; 
on, which was 


{compulsory liquidati 
granted. The order for compulsory# 
q Hgnitetign mn. automatically eancelledk 


ent I negotiated. T] 
other parties would not recontract 
with the official receiver, who nye 
declares he cannot even pay the; 
crediters. ~ i 

“I Left Hongkong” 

“The compulsory order for liquid- 
ation-was made iast June. From 
June to Apguat I gaye every assist- 
ance (unpaid) I could, explaining. 
freely every detail of the concern.! 
n August a public examination was 
Fbeld at which I gave informatjon 
freely and unreserved. After the. 
mination I took a month’s 


pliday in Japan returning to Hong-. 
. on September 31. . Onm+ my 
I forth saw the Attormey 


General. and Official Receiver gud 
inquired whether I was wanted 
: and announced my intention; 


i} 


a.lva 
(NOILO9S NOI3IOS) 
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re 


J & S;, , 
THE NORTH-CHINA DAILY 


f 
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HONGKONG LAWYER 
‘CHARGED 


ught 
* Before the Hongkong 
Court 
_ Mr. N. I. Brewer, the Hongkong 
barrister and ‘President of the 


Instone Banking Corparation, whose 
arrest at Shanghai, following the 


‘bringing of serious charges against 


him by the Hongkong Government, 
has caused a sensation, returned to 
the Colony yesterday morning on 
the Empress of Russia, in the cus- 
tody of Detective-Sergeant Mottram, 
reports the “South China Morning 
Post” of November 22, and con- 
tinues: 

Mr. Brewer was taken to the 
Central Police Statign and, some 
hours later, when the charges against 
him had been prepared by the 


|Crown Law officers, he was brought 


before Mr. A. W. G. H. Grantham 
for the purposes of a formal remand 
and bail. 

Mr. A. N. Reynolds, Chief De- 
tective Inspector, appeared for the 
Police. 


The Charges 


As cited in court, the charges 
are as fol —_ 

(a) For that you. Noel Instone 
Brewer, un the 16th day of August, 
1927, in a statutory report made 
and filed by you on the said date 
(which report you were authorized 


to make by the provisions of the| 


Companies Ordinance of 1911), and 


NEWS, WE 


ae 
e 


DNESDAY, 


-——_—— oO 
(c). For that you, Noel ne 
Brewer, being a director df the 
Instone Banking Corporation, Ltd., 
published or concurred in making, 
circulating or publishing a wrong 
statement, to wit, a balance sheet |° 
of the said Company, dated the 6th 
day of June, 1928, for the period 
ending the 30th day of April, 1928, 
filed by you on the 9th day of July, 
1928 with the Registrar of Com- 
panies on behalf of the said Instone 
Banking Corporation, Ltd., which 
you knew to be false in a material |, 
particular, to wit, that the assets |’ 
of the said Company consisted - of |: 
accounts receivable amounting to’ 
$221,360.87; of collatoral securities 
and loans amounting to $349,630; 
of tgage and long-term loans 
amounting to $266,630; and otf 
stocks, shares and other investments 
amounting to $484,831.80; and of 
uncalled capital amounting to $1,- 


' 420,950; with intent to deceive 


on behalf of the Instone Banking |: 
Corporation, Ltd., did . knowingly |, 


and wilfully make (otherwise than 
cn oath) a statement false in a 
material particular, to wit, that the 


‘Yotal amount of the cash ‘reteived 


by the said Instane Banking Cor- 
poration, Ltd., in respect of shares 
issued wholly for cash, was $876,- 
760; this being contracy to section 
7 of the Perjury Ordinance, No. 2) 
of 1922. 


orized to make and file by the Com- 
panies Ordinance of 1911), 4 
knowin and wilfully make. 


shareholders of the said Corporation 
and to induce persons to become |: 
shareholders, or to entrust or to 
advance money to the said Corpor- |. 
ation; contrary to section 21 .of the |* 
Larceny Ordinance No. 5 of 1865. : 


Remand With Bail 
The Magistrate (to defendant): - 


'“Remanded until Tuesday, the : 


inst., at 2.15 p.m. Amount of bail: 
$500 and two sureties of $1.500 


Thats ete 


rs 


j Shanghai Nov. 18th 1929 


A. M. PARKER 


pa S. M. Police 
Preteaeaere a) Shanghsi 
shanonar 
us SMe Dr. to CANADIAN PACIFIC RAILWAY COMPANY 
“GACANPAC™ TRAFFIC AGENTS FOR 


CANADIAN PACIFIC STEAMSHIPS. LIMITED. 
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Passages Shanghai to Hongkong in favor of 
Mr O Mottram & Mr N I Brewer, per Enpress 
of Russia, sailing Hove 19th 


2 @ 4355.00 
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